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1196 

•  •  •  •  * 

Monday,  November  18,  1946. 

The  above-entitled  matter  came  on  for  hearing,  pursuant 
to  notice,  at  10 :00  o’clock,  a.  m. 

Before  : 

William  F.  Cusick,  and 
R.  Vernon  Radcliffe, 

Examiners. 

•  •  •  •  • 

1215 

•  •  •  •  • 

Frank  G.  Huntress,  Jr. 

•  *  •  •  « 

Direct  Examination 
By  Mr.  Seal: 

Q.  Your  name  is  Frank  G.  Huntress,  Jr.?  A.  Yes,  sir. 
Q.  And  you  are  president  of  the  Airnews,  Incorporated? 
A.  Yes,  sir. 

•  #  •  •  • 

1216 

#  •  •  •  • 

Q.  Are  there  any  corrections  that  you  would  like  to 
make?  A.  Yes,  there  is  one. 

Q.  Will  you  give  the  exhibit  and  page,  please?  A.  Ex¬ 
hibit  AN-1,  page  3 :  There  is  a  correction  in  the  circulation 
figures.  I  have  here  the  publisher’s  statement  of  March  31, 
1946. 

Q.  All  right.  Will  you  give  us  the  benefit  of  that,  please? 
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A.  i  The  San  Antonio  Light’s  figures  are  correct  on  the 
daily — no,  incorrect  daily;  67,741  instead  of  46,695. 

And  the  Sunday  is  incorrect.  It  is  119,285.  That  is  the 
publisher’s  statement  from  the  audit  bureau  of  circulation, 
March  31,  1946. 

•  •  *  •  # 


1217  Cross  Examination 
By  Mr.  Page : 

Q.  Mr.  Huntress,  as  I  understand  it,  your  company  oper¬ 
ates  a  contract  newspaper  delivery  service  now,  as  shown 
on  your  maps?  A.  Yes,  sir. 

Q.  And  you  propose,  in  effect,  to  operate  a  scheduled 
certificated  mail  and  freight  service  for  trips  returning 
from  the  points  showm  on  the  delivery  routes?  A.  Cor¬ 
rect. 

Q.  And  would  it  be  correct,  sir,  to  say  that  one  of  the 
basic  purposes  for  your  application  for  a  scheduled  certifi¬ 
cate  of  convenience  and  necessity  is  to  make  provision  for 
carriage  of  the  mails?  A.  Yes,  sir. 

Q.  Is  that  a  more  fundamental  reason  for  your  appli¬ 
cation  in  this  proceeding  than  plans  to  engage  in  the  air 
freight  business?  A.  I  wouldn’t  say  that  entirely;  I  would 
say  it  would  be  both. 

Q.  Do  you  consider  your  proposal  one  to  serve  as  a 
common  carrier  if  certificated?  A.  If  you  put  it  in  that 
category,  yes. 

Q.  In  other  words,  Mr.  Huntress,  it  is  your  expectation, 
if  certificated,  to  accept,  as  a  common  carrier  w’ould  hold 
itself  ready  to  accept,  any  shipments  offered  by  the  public 
in  general?  A.  I  would  say  that  if  it  threw  me  in  that 
category,  yes,  of  course. 

1218  Q.  Would  you  prefer  a  contract  carriage  type  of 
operation  if  certificated?  A.  Contract,  yes. 
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Q.  You  would  prefer  a  contract  type  of  operation?  A. 
Yes. 

Q.  But  your  purpose  in  proposing  to  operate  on  a  rela¬ 
tively  fixed  schedule — that  is  correct,  is  it  not?  A  fixed 
schedule  application?  A.  Yes,  sir. 

Q.  — is  to  meet  the  requirements  of  the  Post  Office  De¬ 
partment  upon  a  certificated  carrier?  A.  That  is  correct. 

Cross  Examination 
By  Mr.  Morris: 

Q.  Mr.  Huntress,  at  the  bottom  of  page  1  of  your  sum¬ 
mary  exhibit,  AN-5,  and  the  top  of  the  succeeding  page  2, 
you  refer  to  your  willingness  to  back-haul  certain  prop¬ 
erty  shipments  and  turn  them  over  to  the  Air  Express 
Division  of  Kailwav  Express  Agency.  You  are  not  par¬ 
ticularly  wedded  to  that  particular  carrier,  I  take  it;  you 
would  be  willing  to  turn  it  over  to  any  other  carrier 
which  might  be  certificated  as  a  result  of  this  proceeding? 
A.  That  is  correct. 

•  •  •  •  • 

1219 

•  •  •  •  • 


Cross  Examination 
By  Mr.  Peyser: 

Q.  Mr.  Huntress,  as  I  read  the  statements  of  your  quali¬ 
fications,  I  am  impressed  by  the  fact  that  you  have  a  number 
of  duties  connected  with  or  growing  out  of  your  relation¬ 
ship  with  the  Evening  News;  is  that  correct?  A.  Both 
Morning  and  Afternoon. 

1220  Q.  Yes.  You  are  connected  with  a  number  of 
organizations  that  are  affiliates  with  the  Evening 
News,  too,  are  you  not?  A.  No.  The  Express  Publishing 
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Company  is  one  corporation.  Airnews,  Incorporated  is  the 
other.  They  are  the  only  two. 

Q.  Does  the  Express  Publishing  Company  do  any  work 
or  business  that  the  Airnews  is  interested  in?  A.  What 
do  you  mean  by  that? 

Q.  Do  they  have  any  business  dealings  at  all;  the  two 
companies?  A.  You  mean  affiliated? 

Q.  Yes.  A.  Surely. 

Q.  They  are  affiliated?  A.  Yes. 

Q.  How  about  the  radio  station?  A.  That  is  the  Ex¬ 
press  Publishing  Company.  That  is  not  a  separate  cor¬ 
poration.  The  charter  authorizes  the  Express  Publishing 
Company  to  publish  newspapers  and  run  a  radio  station. 

Q.  Now,  in  your  statement  of  qualifications,  you  say 
“A  director  of  the  Express  Publishing  Company,  a  director 
of  the  company’s  FM  radio  station  KYFM.” 

It  sounds  like  that  is  two  different  organizations.  A. 
It  isn’t ;  no.  It  means  that  if  you  are  a  director  of  the  Ex¬ 
press  and  director  of  the  Evening  News  and  director  of 
the  radio  station,  all  owned  by  the  Express  Publishing 
Company ;  they  are  three  prducts  in  one  corporation. 
1221  That  is  what  is  meant. 

Q.  And  all  those  companies  are  affiliated  with 
the  Evening  News?  A.  Well,  no,  you  are  confused.  The 
Express  Publishing  Company  is  the  Corporation.  The 
San  Antonio  Evening  News  is  the  Afternoon  paper.  The 
San  Antonio  Express  is  the  morning  paper. 

Then  we  have  a  radio  station.  Those  are  three  products 
wre  sell, — -morning,  afternoon  and  radio  time. 

Q.  Who  owns  the  stock  of  the  Express  Publishing  Com¬ 
pany?  A.  It  has  it  in  the  exhibit  here.  Would  you  like 
me  to  read  it  over?  On  Exhibit  AN-1,  page  S. 

Q.  Do  these  same  stockholders  own  the  Evening  News? 

Mr.  Seal:  I  don’t  understand  what  that  has  to  do  with 
our  application,  Mr.  Examiner.  I  object. 
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Examiner  Cusick:  Overruled;  the  witness  may  answer 
if  he  knows. 

The  Witness:  Will  you  repeat  the  question? 

By  Mr.  Peyser: 

Q.  Do  these  same  stockholders  have  any  interest  in  the 
Evening  News!  A.  I  say  the  Evening  News  is  a  product 
of  a  corporation ;  like  the  morning  paper  and  evening  paper. 
The  Express  Publishing  Company  is  a  corporation  that 
publishes  two  newspapers  and  has  a  radio  station,  and 
those  stockholders  own  all  three  of  the  products. 

Mr.  Peyser:  I  see,  thank  you. 

By  Mr.  Peyser: 

Q.  Now,  Mr.  Huntress,  as  I  read  from  your  ex- 
1222  hibits,  you  draw  a  salary  of  $2400  from  the  Air- 
news?  A.  That  is  correct. 

Q.  How  much  of  your  time  do  you  spend  in  connection 
with  the  Airnews?  A.  I  would  say  from  its  birth  I  have 
spent  considerable  time. 

Q.  But  that  constitutes  only  one  of  your  duties  in  con¬ 
nection  with  your  various  activities  in  connection  with  the 
newspaper.  A.  That  is  right. 

Q.  From  the  standpoint  of  the  Evening  News,  is  this 
applicant  an  instrumentality  for  the  delivery  of  its  news¬ 
papers  to  various  points  in  Texas?  A.  You  mean  the  Ex¬ 
press  Publishing  Company  has  the  planes? 

Q.  No;  is  the  applicant  an  agency  for  the  delivery  of 
newspapers  for  the  Express  Publishing  Company?  A.  It 
lias  made  a  contract  with  the  Express  Publishing  Company 
to  deliver  their  papers,  yes. 

Q.  And  that  is  the  primary  purpose  of  the  creation  of 
Airnews,  Incorporated?  A.  That  was. 


1598 


Excerpts  from  Testimony  of  Frank  G .  Huntress,  Jr. 

Q.  Isn’t  it  today?  A.  Yes,  surely. 

Q.  In  your  Exhibit  1,  page  5,  you  give  a  financial  state¬ 
ment,  balance  sheet,  of  the  Express  Publishing  Company? 
A.  That  is  correct. 

Q.  What  connection  do  you  see  of  that  financial  state¬ 
ment  with  this  case?  A.  The  financial  statement  of  the 
Express  ? 

1223  Q.  Yes.  A.  Because  the  Airnews,  Incorporated, 
is  a  subsidiary  of  the  Express  Publishing  Company, 
owned  100  per  cent  by  the  Express  Publishing  Company. 

Q.  Is  any  amount  of  these  funds  obligated  for  the  pay¬ 
ment  of  the  debts  or  liabilities  of  Airnews,  Incorporated? 
A.  You  mean  in  suits,  or  something? 

Q.  For  any  lawful,  legal  purpose.  A.  I  think  the  obli¬ 
gation  would  be  back  to  the  Express  Publishing  Company. 

Q.  Well,  is  it,  as  a  matter  of  fact?  Are  they  committed 
by  subscription  to  additional  stock  of  Airnews?  A.  No. 

Q.  Are  they  committed  to  furnish  any  funds  that  the 
Airnews  may  need  in  connection  with  the  operations?  A. 
Yes. 

Q.  Do  you  have  a  copy  of  that  commitment?  A.  That 
is  in  the  minutes  of  the  Board  of  Directors  of  the  Express 
Publishing  Company. 

Q.  Could  you  furnish  that  for  the  record?  A.  I  cer¬ 
tainly  can. 

Examiner  Cusick:  Mr.  Seal,  will  that  be  furnished  as 
a  supplemental  exhibit,  within  ten  days  after  the  close  of 
the  hearing,  copies  furnished  all  parties  ? 

Mr.  Seal:  Yes,  sir. 

By  Mr.  Peyser: 

Q.  On  your  Exhibit  2,  page  6,  you  refer  to  a  contract 
with  the  Airborne  Wholesalers,  Incorporated?  A.  That 
is  correct. 
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1224  Q.  Is  that  the  only  contract  for  the  transportation 
of  freight  that  you  have  had  into  San  Antonio? 

A.  Up  to  last  Thursday,  yes,  but  I  have  recently  made 
another  one,  with  a  coffee  concern. 

Q.  With  what?  A.  With  a  coffee  concern. 

Q.  Coffee?  A.  Yes. 

Q.  And  where  is  that  transportation  to?  A.  From 
Corpus  Christi  to  San  Antonio. 

Q.  Have  you  ever  carried  anything  but  newspapers  in 
the  other  direction?  A.  You  mean  from  San  Antonio  to 
the  other  direction? 

Q.  Yes.  A.  On  a  contract  basis,  no,  I  don’t  think  so. 

Q.  On  what  basis  have  you  carried  it,  if  any?  A.  I 
would  say  that  we  haven’t,  to  my  recollection ;  to  my  recol¬ 
lection,  we  haven’t. 

Q.  Do  you  intend  to  change  the  nature  of  your  operations 
in  any  respect  if  you  should  receive  such  a  certificate  from 
the  Board?  A.  If  it  was  necessary. 

Q.  What  do  you  mean?  What  are  you  going  to  do?  We 
have  to  know  what  you  are  going  to  do;  not  what  is  neces¬ 
sary. 

Mr.  Seal :  I  think  that  is  set  forth  in  the  exhibit. 

Mr.  Peyser:  I  don’t  think  it  is,  Mr.  Examiner.  It  looks 
like  a  contract  operation  for  the  handling  of  Airnews, 
freight  and  return. 

1225  Examiner  Cusick:  On  a  schedule  basis? 

Mr.  Peyser:  Still,  it  is  contract. 

Examiner  Cusick:  Answer  the  question,  Mr.  Huntress. 
The  Witness:  Will  you  repeat  the  question? 

Examiner  Cusick:  Do  you  mean  that,  Mr.  Peyser,  to 
change  it  from  the  present? 

Mr.  Peyser:  From  the  present  operation;  just  what  he 
is  going  to  do. 

The  Witness:  In  other  words,  right  now  we  set  down 
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this  particular  plan,  and  when  the  time  comes  that  it  neces¬ 
sitates  a  change  of  this  by  the  Board,  or  the  Post  Office, 
we  would  look  into  it. 

By  Mr.  Peyser: 

Q.  Then  is  it  a  fair  statement  of  your  intention  that 
you  have  no  plans  at  the  present  time  to  change  your  opera¬ 
tion,  other  than  to  transport  mail  for  the  Post  Office  De¬ 
partment?  A.  Well,  I  would  say  that  I  -would  have  to 
discuss  any  change  in  plans  with  the  Board  of  Directors; 
I  wouldn’t  feel  at  liberty  to  say  that  right  now. 

Q.  Do  you  have  any  plans  now?  A.  To  change? 

Q.  Yes. 

The  Witness :  1  really  don’t  get  what  he  means  by  that. 

Examiner  Cusick:  You  know  what  your  present  opera¬ 
tions  are? 

The  Witness :  That’s  right. 

Examiner  Cusick:  Do  you  intend  to  follow  that  type 
of  operation  if  the  Board  were  to  certificate  Air- 
1226  news  on  a  scheduled  basis  and  you  also  carried  mail? 

The  one  change,  as  I  understand  it,  -would  be  the 
carrying  of  mail  by  Airnews;  is  that  correct? 

The  Witness :  That  is  correct. 

Examiner  Cusick :  Does  that  answer  vour  question,  Mr. 
Peyser? 

Mr.  Peyser:  That  answers  it,  yes. 

By  Mr.  Peyser : 

Q.  If  the  San  Antonio  Light  were  to  ask  you  to  trans¬ 
port  its  newspapers  into  this  territory  and  to  put  on  a 
schedule  for  such  transportation,  would  you  be  willing  to 
undertake  that?  A.  Under  what  plan?  The  certificated 
common  carrier  plan? 
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Q.  If  you  received  a  certificate.  A.  If  it  was  required, 
I  would  say  yes. 

Q.  You  haven’t  that  in  mind  at  the  present  time,  though? 
A.  No. 

Q.  On  page  7  of  your  Exhibit  2,  you  have  a  statement 
of  rates  that  you  propose  to  charge  for  shipments  of  vari¬ 
ous  weights.  Now,  am  I  correct  in  the  calculation  that  the 
return  for  a  shipment  of  15  hundred  pounds  would  be 
22 %  cents  per  ton-mile?  As  derived  from  those  figures? 

Mr.  Seal:  Where  do  you  get  that,  Mr.  Peyser?  The  ex¬ 
hibit  says  15  hundred  pounds  and  over,  at  30  cents  per 
ton-mile. 

Mr.  Peyser:  At  15  hundred  pounds.  Jt  is  %  of  30  cents 
per  ton,  isn’t  it?  Or  have  I  figured  that  wrong? 

By  Mr.  Peyser : 

Q.  Wouldn’t  that  be  22%  cents  per  ton-mile  under 
1227  that  charge? 

Examiner  Radcliffe:  The  charge  is  set  forth  as 
a  per-ton-mile  rate ;  not  as  %  of  the  30  cents.  That  would  be 
the  return. 

Mr.  Peyser:  What  would  be  the  charge  on  a  shipment 
from  Corpus  Christi  to  San  Antonio  for  15  hundred  pounds? 

(Witness  makes  computation) 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Cusick:  On  the  record. 

The  Witness:  Total  cost  from  Corpus  Christi  to  San 
Antonio,  15  hundred  pounds,  would  be  $42.75. 
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By  Mr.  Peyser : 

Q.  And  how  many  miles  is  it?  A.  140,  I  figured  on. 
That  is  just  roughly  what  I  figured. 

Q.  Will  you  explain  how  you  got  that  $42.75?  A.  I 
multiplied  the  140  by  the  15  hundred  pounds. 

Mr.  Seal:  Our  records  show  that  the  distance  is  190 
miles. 

The  Witness:  I  figured  it  wrong,  then.  I  figured  it  on 
a  different  basis. 

Mr.  Seal :  — I  will  have  to  say  that  I  am  wrong.  140  is 
correct. 

Mr.  Peyser:  May  we  go  off  the  record,  please? 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Cusick:  On  the  record;  is  there  any  question 
pending  by  Mr.  Peyser? 

1228  By  Mr.  Peyser: 

Q.  Do  you  now  fmd  that  the  return  from  a  ship¬ 
ment  of  15  hundred  pounds  at  the  rate  shown  would  be 
22%  cents  per  mile?  A.  Per  mile,  yes. 

Q.  Now,  if  you  compare  that  amount  with  the  cost  of 
operation  shown  in  yoi^fcExhibit  AN-2,  page  9,  -with  this 
28.2  cents  per  mile,  Corner  that  not  mean  that  with  very 
close  to  a  maximum  load  you  would  be  losing  money  on 
the  transportation  of  the  freight  from  Corpus  Christi  to 
San  Antonio?  A.  That  is  correct. 

Q.  That  is  correct?  A.  Surely. 

Q.  And  I  believe  the  maximum  load  on  your  present 
equipment  is  16  hundred  and  50  pounds?  A.  Yes,  sir. 

iQ.  As  to  the  reason  that  you  would  be  willing  to  suffer  a 
loss  on  the  movement  from  Corpus  Christi  to  San  Antonio, 
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is  that  because  of  your  anxiety  to  transport  the  news¬ 
papers  from  San  Antonio  to  Corpus  Christi?  A.  No. 

Q.  Would  you  be  willing  to  apply  the  same  rate  in  the 
reverse  direction,  from  San  Antonio  to  Corpus  Christi? 
A.  You  mean  to  a  contractor? 

Q.  Yes.  A.  The  same  list  of  rates  I  have  got  here? 

Q.  Yes.  A.  Certainly. 

Q.  On  your  Exhibit  AN-2,  page  9,  you  show  a 

1229  monthly  loss  of  about  36  hundred  dollars;  is  that 
correct?  A.  That  is  correct. 

Q.  Is  that  a  normal  or  representative  month?  A.  Well, 
those  are  the  only  two  months  of  operation — August  and 
September — so  that  is  our  only  operation. 

Q.  And  it  is  one  of  the  purposes  of  this  application  to 
get  away  from  that  loss,  is  it  not?  A.  The  purpose  of  this 
application  is  to  get  business,  secure  certificates  so  that 
I  might  be  able  to  make  the  schedule  and  schedule  business. 

Q.  Do  you  have  a  certificate  from  the  Interstate  Com¬ 
merce  Commission  or  the  Railroad  Commission  of  Texas 
for  the  transportation  of  your  newspapers  by  truck,  by 
motor  vehicle?  A.  The  Interstate  Commerce  Commission? 

Q.  Y^es,  or  the  Railroad  Commission  of  Texas.  A.  To 
deliver  our  newspaper,  you  don’t  have  to  have  one. 

Q.  Do  you  have  one?  A.  No. 

Q.  Do  you  expect  to  ap£ly  to  either  the  Railroad  Com¬ 
mission  of  Texas  or  the  Interstate  Commerce  Commission 
for  a  certificate  if  you  should  receive  this  certificate  from 
the  Civil  Aeronautics  Board?  A.  If  it  is  necessary,  of 
course,  we  will. 

Q.  You  have  no  plans  at  the  present  time,  though,  to  do 
so?  A.  We  will  have  to  meet  that  occasion  when  it  arises; 
in  other  words,  if  it  is  necessary  to  do  that,  we  will 

1230  certainly  do  it.  At  the  present  time,  we  don’t  have 
to. 
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Q.  I  am  trying  to  find  out  whether  you  regard  it  as  a 
condition  precedent  to  your  operation  to  obtain  such  cer¬ 
tificates.  A.  We  have  thought  about  it,  yes;  we  have  gone 
into  it.  We  would  make  plans  if  it  was  necessary,  surely. 

Q.  But  you  have  no  such  applications  pending  at  the 
present  time?  A.  Not  with  the  ICC,  no. 

Q.  Have  you  any  with  the  Railroad  Commission  of  Texas  ? 
A.  No. 

Q.  On  your  Exhibit  3,  page  8,  there  is  the  statement: 
“Depreciation  on  additional  plane  offset  by  increase  in 
usage  of  all  planes.” 

Will  you  explain  just  what  you  mean  by  that  note? 
Where  was  that,  now?  A.  It  is  in  the  middle  of  page, 
Exhibit  3. 

'Examiner  Cusick:  I  think  the  answer  to  that,  Mr.  Pey¬ 
ser,  is  fairly  obvious.  It  means,  as  far  as  I  can  see,  here, 
simply  that  there  will  be  a  greater  utilization  of  present 
equipment  by  this  additional  plane. 

Mr.  Peyser:  But  what  I  want  to  ask  him  is  whether  he 
took  any  depreciation  on  this  additional  plane. 

Examiner  Cusick:  Did  you,  Mr.  Huntress? 

The  Witness:  I  haven’t  quite  got  what  he  means.  Let 
me  look  at  the  balance  sheet  for  a  moment. 

(Examines  exhibit) 

The  Witness:  I  would  say  the  depreciation  now  is  on 
the  present  planes. 

1231  By  Mr.  Peyser : 

Q.  I  am  just  trying  to  find  out  what  you  did  when 
you  made  this  charge  of  depreciation;  is  it  based  on  all 
your  planes,  or  only  on  two  planes,  or  how  many?  A.  I 
would  say  the  depreciation  is  on  all  the  planes. 
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Q.  Do  you  know,  as  a  matter  of  fact,  whether  it  is  or 
not?  A.  Yes,  I  know. 

Q.  You  are  willing  to  swear  to  that  at  this  time?  A. 
The  depreciation  is  on  all  planes  that  we  own,  yes. 

Q.  The  depreciation  charge  that  you  computed  was  on 
all  the  planes?  A.  That  is  correct. 

Q.  Then,  what  is  your  explanation  of  this  note?  A.  Of 
that  particular — 

Q.  Of  the  note.  A.  Of  course,  if  I  had  my  auditor  here — 

Q.  You  really  don’t  know  the  answer  to  that,  do  you, 
Mr.  Huntress? 

Examiner  Cusick:  Would  you  care  to  pass  the  question 
at  this  time,  Mr.  Peyser,  and  go  on  with  some  other  ques¬ 
tion?  And  at  the  afternoon  session,  this  witness  may  have 
an  opportunity  to  consult  the  auditor  of  his  company,  and 
at  that  time  he  can  give  his  explanation. 

Mr.  Peyser:  That  will  be  satisfactory. 

By  Mr.  Peyser: 

Q.  Mr.  Huntress,  there  is  a  statement  in  these  exhibits 
that  you  are  not  sponsoring  which  is  material  to  that  you 
have  sponsored. 

1232  On  AN-4,  page  3,  you  show  the  production  of  cer¬ 
tain  counties  in  Texas.  Which  of  the  products  named 
therein,  if  any,  do  you  regard  as  susceptible  to  air  trans¬ 
portation  between  the  points  that  you  would  serve?  A.  Do 
you  mean  the  potential? 

Q.  Yes.  A.  Do  you  want  me  to  name  them? 

Q.  Yes,  I  would  like  you  to  name  them.  A.  Of  course, 
before  I  name  them,  I  would  like  to  say  that  there  would 
probably  be  a  lot  of  educational  selling  to  do  as  far  as 
educating  the  people  to  be  air-freight-minded  is  concerned. 
I  think  the  task  right  now  is  going  to  be  slow,  but  as  we 
go  on,  we  can  get  people  interested  in  air  freight  business. 
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And  I  would  say  that  citrus  could  be  done  easily;  sea¬ 
foods  ;  and  I  would  say  fruits  and  vegetables,  in  time. 

I  don’t  know  about  the  meat  situation.  I  don’t  know 
whether  that  could  probably  be  worked  in  as  to  refrigera¬ 
tion,  or  not. 

Q.  Would  you  say  that  the  commodity  must  be  of  such 
a  nature  that  the  advantage  in  time  in  air  transportation 
would  have  to  outweigh  any  differences  in  the  freight  rate 
between  air  and  motor,  rail,  your  competitors?  A.  As 
fas  as  the  way  that  the  customer  feels  now  is  concerned, 
I  would  say  that  the  time  element  is  your  largest  selling 
point.  In  other  words,  suppose  you  go  and  talk  to  a  man 
in  the  valley  on  the  idea  of  picking  his  fruit  ripe  on  the 
tree;  his  grapefruit,  for  instance,  ripe  on  the  tree.  If  he 
has  to  get  it  to  the  market  in  12  hours,  let’s  say, 
1233  that  would  be  a  good  selling  point.  Because  they 
pick  their  biggest  volume  of  grapefruit  green. 
Everybody  knows  that.  It  is  not  the  type  of  fruit — it  is 
when  it  is  tree-ripened. 

I  would  say  the  time  element  would  be  the  thing  we  want 
to  sell  on  now,  to  educate  the  people. 

Q.  Would  the  perishability  of  that  commodity  be  a  factor 
in  determining  whether  people  would  use  air  transporta¬ 
tion?  A.  Of  course,  you  are  asking  me  a  question  there 
that — I  would  say  that  right  now,  in  order  to  approach  a 
person,  I  would  say :  Yes,  perishable  goods  are  the  things 
to  haul.  But  in  the  future,  I  think  no;  there  are  a  lot  of 
other  commodities  that  don’t  have  the  perishable  aspect. 

Q.  And  your  answer  explains  also  why  you  haven’t  car¬ 
ried  anything  but  seafood  from  Corpus  Christi  to  San 
Antonio?  A.  No,  that  doesn’t  answer  that.  That  is  just 
the  business  that  we  have  received  right  now. 

Q.  Well,  why  didn’t  you  carry  some  of  the  cotton  and 
some  of  the  oil?  There  is  plenty  of  it  produced  down  in 
that  area. 
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Examiner  Cusick:  Mr.  Peyser,  I  think  that  has  been 
covered.  He  said  he  has  carried  what  he  has  received  con¬ 
tracts  for. 

By  Mr.  Peyser: 

Q.  Have  you  anywhere  in  these  exhibits  a  comparison 
of  your  proposed  freight  rates  and  the  freight  rates  by 
motor  or  rail  on  the  same  commodities  between  the  same 
points?  A.  In  the  exhibit,  no. 

1234  Q.  Have  you  made  a  study  of  such  freight  rates? 
A.  Yes,  surely. 

Q.  Is  it  a  fact  that  your  freight  rates  are  considerably 
higher  than  the  rates  by  truck  or  rail?  A.  Yes,  surely. 

Q.  Have  you  made  a  study  to  determine  how  much  time 
advantage  you  would  have  in  going  the  190  miles  from 
Corpus  Christi  to  San  Antonio,  over  a  movement  of  that 
commodity  by  motor  vehicle?  A.  You  mean  selling?  In 
selling,  to  carry  the  product? 

Q.  In  selling  vour  transportation.  The  only  thing  you 
have  to  sell  is  the  saving  of  time,  isn’t  it?  A.  Now:  yes. 
I  say  that  it  is  an  educational  sale.  Take  the  situation  down 
in  the  valley:  They  are  air-minded,  but  they  have  been 
hauling  by  trucks  for  years.  And  the  perishable  item,  as 
to  time,  is  a  big  point  right  now.  And  we  do  stress  that. 

But  I  think  in  the  future  we  are  going  to  be  able  to  do 
more. 

Q.  Mr.  Huntress,  you  know,  do  you  not,  that  it  is  possible 
to  load  a  truck  with  citrus  fruit  at  night  and  be  in  San 
Antonio  the  next  morning?  A.  That  is  correct. 
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1235 

Cross  Examination 
By  Mr.  Crimmins : 

Q.  Mr.  Huntress,  are  both  Airnews,  Inc.  and  the  truck¬ 
ing  company  wholly-owned  subsidiaries  of  the  publishing 
company?  A.  The  trucks  and  the  planes? 

Q.  I  say,  are  both  Airnews,  Inc.  and  the  trucking  com¬ 
pany  wholly-owned  subsidiaries  of  the  publishing  company? 
A.  The  Airnews  are  a  subsidiary.  The  trucking  company 
is  owned  by  the  Express  Publishing  Company  at  the  pres¬ 
ent  time. 

Q.  It  is  part  of  the  Express  Publishing  Company?  A. 
Yes. 

Q.  It  is  not  a  separate  company,  in  other  words?  A. 
No. 

Q.  As  I  take  it,  the  main  purpose  of  your  application 
is  the  distribution  of  papers,  isn’t  it?  A.  That  is  correct. 
Q.  And  the  freight  and  mail  is  incidental  to  the  distribu¬ 
tion  of  your  papers?  A.  No,  I  wouldn’t  say  it  was 

1236  incidental. 

Q.  Well,  the  main  purpose  of  your  starting  this 
operation —  A.  The  main  purpose  of  starting  it  was  the 
delivery  of  newspapers. 

Q.  But  you  now  need  the  freight  and  the  mail  in  order 
to  make  it  a  profitable  operation?  A.  It  would  make  a 
profitable  operation,  but  we  incorporated  to  go  into  that 
particular  line  of  business. 

Q.  But  it  wouldn’t  be  profitable  without  the  freight  and 
the  mail?  A.  Not  without  the  freight.  — and  the  mail,  yes ; 
All  together,  surely. 

Q.  And  you  contemplated  that  your  mail  rate  will  be 
as  high,  about  $1.01  per  ton-mile;  is  that  correct,  sir?  A. 
Yes. 
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Q.  In  one  of  these  exhibits  you  mention  a  Mr.  T.  D. 
Anderson,  a  native  of  the  Dominion  of  Canada  and  a  stock¬ 
holder  of  the  Express  Publishing  Company.  Can  you  tell 
us  what  per  cent  of  the  stock  he  owns?  A.  He  owns  one 
share. 

Q.  Now,  if  you  will  turn,  please,  to  AN-2,  page  9 :  Under 
captains  and  senior  pilots  you  have  listed  an  operating 
expense  of  $1321.67  for  the  month  of  September. 

How  many  pilots  does  that  include?  A.  What  line  is 
that  by  number? 

Q.  That  is  about  your  fourth  line  or  so;  you  count  No. 
400.  A.  Four. 

1237  Q.  Captains  and  senior  pilots,  $1321.67  for  the 
month  of  September;  is  that  it?  A.  Four,  yes. 

Q.  How  about  your  service  employees;  you  count  45S, 
for  $238.S0;  how  many  of  those  were  there?  A.  At  that 
time,  there  were  three. 

Q.  And  you  count  No.  801:  you  have  general  officers’ 
and  executive  salaries  at  $200  a  month;  is  that  your  salary! 
A.  That  is  mine ;  yes,  sir. 

Q.  No  other  officers  of  the  company  receive  any  salary? 
A.  No,  sir. 

Q.  Do  any  of  these  employees  mentioned  here  receive 
any  remuneration  from  the  publishing  company  or  any 
other  affiliated  company?  A.  No,  sir. 

The  Witness:  He  means  by  the  other  corporation, 
doesn’t  he? 

Examiner  Cusick:  I  don’t  think  so. 

I  think  there  was  some  testimony  earlier,  Mr.  Crimmins, 
that  Mr.  Huntress  receives  a  salary  from  Aimews,  and 
he  also  receives  salary  or  remuneration  from  the  other 
company. 

Mr.  Crimmins:  I  was  talking  more  with  regard  to  the 
employees  of  the  company  and  the  pilots. 
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Examiner  Cusick:  You  want  him  to  be  excluded  from 
your  question? 

Mr.  Crimmins:  That  is  right. 

By  Mr.  Crimmins : 

Q.  I  am  wondering  whether  any  of  these  pilots 
1238  and  employees  other  than  yourself,  Mr.  Huntress, 
receive  any  remuneration  from  the  publishing  com¬ 
pany?  A.  No,  they  don’t. 

Q.  And  do  they  give  their  full  time  to  Airnews?  A. 
Correct. 

Q.  On  your  Exhibit  AN-3,  page  6,  Mr.  Huntress,  I  notice 
you  have  “average  loads,”  payload  of  1798  pounds ;  is  that 
correct?  A.  AN-what? 

Q.  AN-3,  page  6.  The  average  traffic  load  there  is  1798 
pounds;  is  that  correct?  A.  Yes. 

Q.  Isn’t  it  a  fact  that  in  your  previous  testimony  you 
stated  that  the  Norseman  only  carried  1600  pounds  maxi¬ 
mum  load.  A.  Right  now,  we  are  making  tests  under 
similar — or  rather,  under  different  pounds  of  loads,  for 
the  CAA.  Each  day,  we  are  having  a  different  poundage ; 
or  rather,  different  parts  of  the  week,  we  are  undergoing 
tests. 

And  these  are  the  figures  that  come  under  those  tests. 

Q.  In  other  words,  the  maximum  of  the  Norseman  is  not 
1600  pounds,  but  it  is  more  than  that?  A.  What  do  you 
mean  by  that? 

Q.  The  maximum  payload. 

Mr.  Seal :  I  call  your  attention  to  the  note  at  the  bottom : 
“The  above  computation  is  an  estimated  average  of  the 
first  12  months  of  operation.  Loads  are  based  on  an  esti¬ 
mated  increase  in  the  permissible  payload  of  the  nordynes 
to  2250  pounds.” 
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1239 

•  *  *  •  # 

Cross  Examination 
By  Mr.  Rett : 

Q.  On  Exhibit  AN-3,  page  8,  about  the  third  line  from 
the  bottom  of  that  page,  you  say  “Advertising  to  promote 
use  of  air  mail.” 

You  contemplate,  I  take  it,  that  there  won’t  be  any  ad¬ 
vertising  for  the  air  freight  business,  because  it  is  on  a 
contract  basis?  A.  Right  at  the  present  time,  yes. 

Q.  Well,  this  is  in  connection  with  your  proposed  opera¬ 
tion?  A.  Yes. 

Q.  And  on  your  summary,  AN-5,  page  1,  the  second  head¬ 
ing  on  the  page,  the  first  paragraph,  the  last  sentence, 
you  say  that:  “Now  that  the  service  is  established,  the 
newspapers  of  the  parent  company  must  continue  to  be 
delivered  by  air.” 

I  wonder  if  you  would  explain  that?  A.  What  para¬ 
graph  is  that? 

Q.  That  is  the  fourth  paragraph  on  page  1  of  Exhibit 
AN-5.  A.  The  fourth  paragraph? 

Q.  Yes,  the  last  sentence  of  it.  A.  I  see.  I  would  say 
that  we  placed  that  sentence  in  because  we  have  been  suc¬ 
cessful  with  the  communities  that  we  have  serviced  by  air¬ 
plane,  and  they  have  been  pleased  with  the  type  of  service 
that  we  have  given  them. 

1240  And  we  would  not  discontinue. 

Q.  And  what  you  mean  here  is  that  you  have  to  get 
some  additional  revenue  in  order  to  make  a  break-even 
operation  in  distributing  that?  A.  No,  I  didn’t  mean  that. 
I  meant  that  as  to  the  newspapers,  we  have  definitely  de¬ 
cided,  proved  to  ourselves,  that  the  delivery  of  newspapers 
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by  air  in  the  area  that  we  cover  can  only  be  done  by  air¬ 
plane — that  is  No.  1 — unless  you  have  a  pre-date  edition. 

This  is  a  home  delivery  paper.  We  have  found  it  suc¬ 
cessful,  and  we  plan  to  continue  it.  In  other  words,  we 
have  planned  not  to  discontinue  it;  because  it  has  proved 
successful. 

Q.  You  say  they  “must  continue  to  be  delivered  by  air.” 
A.  That  is  correct.  In  other  words,  once  you  build  up  a 
type  of  service  like  that,  if  you  don’t  continue  it  you  lose 
your  business. 

Q.  That  being  true,  then,  Mr.  Huntress,  a  temporary 
certificate  wouldn’t  be  of  any  particular  benefit  to  you? 
A.  Well,  I  would  say  this:  that  we  will  continue,  regardless 
of  anything,  to  deliver  the  papers. 

Q.  By  air?  A.  By  air,  yes. 

Q.  Whether  or  not  you  obtain  the  certificate?  A.  That 
is  correct. 

•  #  #  •  • 

1241  Cross  Examination 
By  Mr.  Gribbon : 

Q.  Is  it  my  understanding  that  all  your  schedules  south¬ 
bound  from  San  Antonio  would  be  determined  by  the  dis¬ 
tribution  requirements  of  the  newspapers  you  publish? 
A.  Yes,  sir. 

Q.  Will  the  times  of  leaving  San  Antonio  be  determined 
by  the  distribution  needs  of  the  newspapers?  A.  We  can 
set  i  additional  times.  In  other  words,  we  have  numerous 
editions.  We  happen  to  be  using  this  particular  edition. 
We  can  change,  yes,  if  that  is  what  you  mean.  We  can 
change. 

Q.  In  any  event,  the  time  of  departure  will  depend  upon 
the  needs  of  your  newspapers?  A.  We  can  start  editions 
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at  different  times,  and  we  can  use  whatever  time  is  most 
convenient. 

Q.  Do  you  intend  to  carry  any  common  carrier  freight 
southbound  from  San  Antonio?  A.  Do  I  intend  to? 

Q.  Yes.  A.  Well,  I  would  say  that  if  we  were  placed  in 
the  status  of  a  common  carrier,  we  would  solicit  business, 
ves. 

Q.  But  you  -would  still  set  your  schedules  based  upon 
the  distribution  needs  of  your  newspapers?  A.  That 
could  be  partially  right.  In  other  words,  we  have  editions 
during  the  day,  and  we  don’t  necessarily  have  to  say  that, 
“This  has  got  to  be  the  time,  and  we  can’t  have  any  other 
time”;  because  we  can  go  further  down  the  line,  or  earlier, 
according  to  editions.  Do  I  answer  it  in  that 
1242  way? 

Q.  Nonetheless,  the  time  that  your  flights  depart 
will  depend  upon  some  edition  of  your  newspaper?  A.  I 
see  what  you  mean.  Yes,  we  would  have  to  run  the  plane 
sometime  between  the  first  edition  and  the  last  edition. 

Q.  I  see.  In  the  event  you  w^ere  able  to  secure  any  com¬ 
mon  carrier  freight  operating  in  that  way,  w’ould  it  ride 
on  a  priority  inferior  to  that  of  your  newspapers?  A. 
No,  we  would  put  another  plane  on. 

Q.  You  would  put  another  plane  on?  A.  Yes. 

Q.  Will  your  rates  for  common  carrier  freight  south¬ 
bound  be  the  same  as  you  are  charging  for  carrying  news¬ 
papers?  A.  That  is  correct. 

Q.  And  that  rate  for  a  southbound  trip  will  differ  from 
your  rates  on  the  northbound  trips,  as  set  out  in  vour  Ex¬ 
hibit  AN-2?  A.  Wait  a  minute,  and  let  me  check  that. 
What  page? 

Q.  AN-2,  page  7,  is  where  I  am  looking.  A.  It  says  that 
Airnews  established  contract  freight  rates  as  low  as  30 
cents  per  mile.  That  is  correct. 
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Q.  But  your  newspapers  move  at  the  rate  of  35  cents 
a  plane-mile?  A.  Yes.  I  had  that,  but  I  can’t  think  of  it 
right  now. 

Examiner  Cusick:  Will  you  reserve  that  question  for 
the  afternoon  session,  Mr.  Gribbon?  This  witness  has 

1243  also  another  question  pending  that  he  will  answer 
this  afternoon. 

Mr.  Gribbon:  All  right,  sir. 

By  Mr.  Gribbon : 

Q.  Now,  on  Exhibit  AN-2,  page  7,  you  state  that  your 
rate  for  carrying  newspapers  was  based  upon  the  maxi¬ 
mum  value  of  the  service  to  the  shipper.  Are  the  rates 
quoted  at  the  bottom  of  the  page  established  on  the  basis 
of  the  value  of  the  service  to  the  shipper  or  on  the  cost 
of  providing  the  service?  A.  On  the  value. 

Q.  On  the  value?  A.  Yes. 

Q.  Well  now,  on  the  value  to  which  shipper?  Which 
shipper  do  you  have  in  mind  in  setting  these  rates  at  the 
bottom  of  the  page?  A.  Oh,  I  didn’t  understand  your 
question.  Would  you  mind  repeating  what  page  that  is? 

Q.  I  am  on  Exhibit  AN-2,  page  7.  It  appears  to  me  that 
your  rate  for  carrying  newspapers  southbound  is  based 
on  the  value  of  the  service  to  the  shipper;  whereas  your 
rates  for  carrying  freight  north  appear  to  be  on  some  other 
basis.  I  am  asking  you:  is  that  on  a  cost  basis?  A.  That 
meant  that  what  you  referred  to,  in  the  first  paragraph, 
is  the  value  to  the  Express  Publishing  Company;  in  other 
words,  that  is  what  they  think  it  is  worth  paying  to  deliver 
the  paper. 

The  other  one  would  be  on  a  purely  cost  basis. 

Q.  You  have  given  the  Express  Publishing  Corn- 

1244  pany  a  rate  that  is  the  value  that  they  assess  the 
service  at?  A.  That  is  right. 
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Q.  And  you  charge  everybody  else  a  rate  based  on  your 
cost  of  providing  that  service?  A.  I  would  say  that  would 
be  correct. 

Q.  Now,  would  you  say  that  your  35-cent  rate  was  above 
cost  or  below  cost,  to  you,  the  operator?  A.  I  would  say 
it  would  be  above. 

Q.  Above  cost.  Then  your  airplane  carriage  would  then 
be  subsidizing  the  freight  northbound?  A.  What  would? 

Q.  Your  northbound  freight  moves  at  a  rate  that  is 
based  on  cost,  and  your  southbound  newspapers  move  at  a 
rate  not  based  upon  cost,  but  is  based  on  the  value  of 
the  service  to  the  shipper — which  you  have  just  said  is  in 
excess  of  the  cost. 

Therefore,  you  are  subsidizing  the  northbound  freight 
with  your  higher  southbound  rate,  aren’t  you?  A.  Well, 
what  do  you  mean?  By  subsidizing,  you  mean  taking  care 
of  the  cost  of  the  operation? 

Q.  Yes.  A.  Yes. 

Q.  Do  you  see  any  discrimination  in  that  rate  struc¬ 
ture,  where  your  southbound  rate  is  on  a  different  basis 
than  your  northbound  rate?  A.  No,  I  don’t  see  any. 

Q.  Do  you  propose  to  offer  any  people  who  desire  to 
ship  contract  freight  at  a  rate  based  on  the  value 
1245  of  the  service  to  them?  A.  No.  In  other  words,  if 
we  contracted  for  the  southbound  freight  as  we  do 
the  northbound,  they  would  have  the  same  rate  as  the 
northbound. 

Q.  They  would  have  the  same  rate  as  the  northbound. 
So  that  only  your  newspapers  riding  southbound  would 
ride  at  the  rate  of  35  cents  a  plane-mile?  A.  That  is  cor¬ 
rect. 

Q.  And  in  the  same  airplane  the  newspapers  setting 
alongside  of  some  other  freight  would  have  a  different 
charge?  A.  That  is  right. 
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Q.  Now,  what  is  the  basis  of  that  different  charge?  A. 
Right  now,  it  is  operation. 

Q.  You  mean  the  operational  cost  of  moving  newspapers 
is  less  or  more  than  the  operational  cost  of —  A.  No,  I 
didn’t  mean  that. 

Examiner  Cusick:  Mr.  Huntress,  earlier  in  your  testi¬ 
mony,  I  believe  you  stated  that  you  gave  to  the  news¬ 
paper  company  a  preferred  rate,  because  that  was  what 
the  value  of  the  service  was  to  the  newspaper  company; 
is  that  correct? 

The  Witness:  That  is  correct. 

Examiner  Cusick:  Now,  as  I  understand  the  pending 
question,  it  is :  why  wouldn’t  you  give  another  commodity 
that  you  were  hauling  north  or  south  this  preferred  rate? 
Is  that  correct,  Mr.  Gribbon? 

Mr.  Gribbon:  I  think  that  is  substantially  what  I  am 
after. 

Examiner  Cusick:  Is  there  any  reason  for  giving  the 
newspaper  company  a  preferred  rate  while  another  cus¬ 
tomer  would  be  exempt  from  this  preferred  rate? 
1246  The  Witness:  I  don’t  think  it  is  a  preferred  rate, 
because  the  other  one  is  lower. 

•  •  •  •  • 


Cross  Examination 
By  Mr.  Grisard: 

Q.  Will  you  refer  to  your  Exhibit  AN-1,  page  7,  Mr. 
Huntress?  On  the  third  account  under  Current  Assets, 
there,  can  you  tell  me  what  that  is:  “Airline  traffic 
accounts  receivable”? 

From  whom  are  they  receivable,  and  what  is  the  com¬ 
position  of  the  item?  A.  That  is  the  Express  Publishing 
Company. 
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Q.  You  are  now  serving  Laredo,  Texas,  out  of  San 
Antonio,  are  you  not?  A.  That  is  correct. 

Q.  What  will  happen  to  that  operation  if  you  are  cer¬ 
tificated  as  applied  for  here?  A.  At  the  present  time,  we 
will  discontinue  that.  We  have  been  thinking  about  put¬ 
ting  another  route  on;  and  another  series  of  routes, 
through  Hondo,  Uvalde,  Del  Rio,  Eagle  Pass,  Laredo, 
and  back  to  San  Antonio. 

Q.  Are  your  estimates  of  costs  of  revenue  on  page  7 
of  Exhibit  3  based  upon  the  assumption  that  you  will  be 
able  to  carry  2250  pounds  in  the  Norseman? 

Mr.  Seal:  Mr.  Examiner,  that  same  question  was  asked 
by  M  r.  Crimmins,  and  I  called  his  attention  to  the  note  at 
the  bottom  of  the  page. 

1247  Mr.  Grisard:  That  footnote,  Mr.  Examiner,  ap¬ 
plies  to  page  6,  but  it  wasn’t  clear  whether  it  also 
applies  to  page  7. 

Examiner  Cusick:  Does  it  also  apply  to  page  7? 

The  Witness:  1  see  what  you  mean  now.  Yes. 

By  Mr.  Grisard: 

Q.  Mr.  Huntress,  are  you  prepared  to  coordinate  your 
schedules  with  air  freight  forwarders?  A.  I  wish  to,  yes. 

Q.  That  is,  either  originating  or  terminating  freight? 
A.  Yes. 

Q.  Now,  with  reference  to  your  statement  on  page  1  of 
Exhibit  5,  under  the  title,  “Airnews  can  vastly  improve 
air  mail  service  in  the  area,”  you  refer  there  to  54  com¬ 
munities. 

Are  you  under  any  misapprehension  as  to  how  many 
of  those  communities  the  Board  can  certificate  you  into 
for  air  mail  service?  A.  Could  you  repeat  that? 

Examiner  Cusick:  Do  you  understand  the  question? 
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The  Witness:  I  don’t  quite  understand  it. 

Examiner  Cusick:  Will  you  reframe  it? 

By  Mr.  Grisard : 

Q.  is  it  your  understanding  that  the  Civil  Aeronautics 
Board,  in  a  certificate  of  convenience  and  necessity,  can 
certificate  you  to  cany  mail  to  each  of  the  54  communities 
you  have  named  here?  A.  Do  I  understand  that? 

Q.  Yes.  A.  I  am  sure;  yes,  sir. 

1248 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Moye: 

Q.  Mr.  Huntress,  in  answer  to  a  question  by  Mr.  Grib- 
bon,  you  said  that  if  your  contract  freight  plus  your  news¬ 
papers  exceeded  the  capacity  of  a  single  schedule,  you 
would  add  a  flight?  That  is  correct,  it  is?  A.  That  is 
correct. 

Q.  Now,  suppose  that  the  additional  freight  over  and 
above  the  capacity  of  a  single  plane  was  insufficient  to 
operate  the  second  plane  profitably:  would  the  express 
company  underwrite  the  cost  of  operation  of  that  second 
schedule?  A.  The  Express  Publishing  Company? 

Q.  That  is  right.  A.  Well,  Aimews,  Incorporated  would 
take  that  loss.  That  is,  the  corporation.  The  Express  Pub¬ 
lishing  Company  makes  a  contract  with  Airnews,  Incor¬ 
porated  for  the  delivery  or  hauling  of  the  papers.  The 
loss  would  be  to  Airnews,  Incorporated. 

Q.  I  am  assuming  a  situation,  then,  where  the  San 
Antonio  Light  comes  and  beats  the  express  company  to  the 
contract  on  a  certain  schedule,  and  then  the  express  com¬ 
pany  wants  to  haul  its  papers  too. 
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Now,  it  would  be  the  papers  of  the  express  company 
which  would  be  requiring  the  second  schedule.  Would  you 
charge  the  express  company  enough  to  take  up  the 

1249  operating  cost  of  that  second  schedule?  A.  No,  I 
would  discuss  it  with  the  publishing  company  and 

see  if  it  was  the  right  thing  to  do.  In  other  words,  1  think 
that  we  would  have  a  meeting  on  that  We  might  want  to 
change  their  plans.  It  would  be  Airnews,  Incorporated; 
they  would  be  the  one  to  decide  that  they  wanted  to  put 
the  extra  plane  on.  — if  I  get  your  question  right. 

Q.  Would  you  operate  that  second  schedule  at  a  loss  in 
order  to  take  care  of  the  Express  papers?  A.  You  have 
got  me  in  the  future  now. 

Examiner  Cusick:  Wouldn’t  you  be  bound  to,  under 
your  present  contract? 

The  Witness:  1  would  do  it.  I  probably  would  do  it. 
By  Mr.  Moye: 

Q.  I  think  this  question  has  been  answered,  and  if  so, 
the  Examiner  can  tell  me. 

Does  AN-2,  page  9,  cover  June  and  July,  or  does  it  just 
cover  the  period  from  August,  1946  on? 

Examiner  Cusick:  That  question  was  answered,  wasn’t 
it?  Only  two  months  of  operation? 

The  Witness:  Yes. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Page: 

Q.  I  overlooked  the  fact,  Mr.  Huntress,  that  you  spon¬ 
sored  the  summary.  Would  you  kindly  turn  to 

1250  page  1  of  the  summary  exhibit? 

As  to  the  first  two  paragrahs  in  general,  sir,  with 
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respect  to  the  combined  airplane  and  truck  operation:  I 
assume  that  the  truck  operation  is  that  service  owned  by 
the  newspaper  and  operated  by  the  newspaper  in  conjunc¬ 
tion  with  your  schedule?  You  make  a  point — excuse  me  if 
my  question  is  not  clear — and  an  interesting  point,  as  to 
the  value  of  the  proposed  service  in  combining  the  air¬ 
plane  and  truck  service,  referring  to  it  as  “actually  the 
most  dependable  and  flexible  type  of  service  available.’’ 
A.  That  is  correct. 

Q.  T  merely  wanted  to  find  out,  with  respect  to  the  de¬ 
velopment  of  your  return  load  business  of  an  air  freight 
nature,  how  you  propose  to  operate  those  trucks.  A.  We 
are  planning  on  buying  a  fleet  of  trucks;  Airnews  is. 

Q.  The  applicant  will  operate  its  own  trucks?  A.  That 
is  right.  It  will  own  its  own  trucks. 

Q.  And  would  the  costs  involved,  Mr.  Huntress,  reflect 
the  estimated  per-truck  mile  costs  shown  in  Exhibit  AN-3, 
page  S,  of  about  SV>  cents  a  mile?  A.  That  is  what  we 
figure,  yes. 

Q.  How  would  you  propose  to  charge  the  shipper, 
whether  a  contract  shipper  or  a  public  shipper  who  simply 
brings  one  hundred  pounds  into  your  loading  station,  for 
the  truck  service  in  combination  with  the  airplane  car¬ 
riage?  A.  You  mean  to  the  shipper? 

Q.  Yes,  sir.  A.  I  think  we  would  have  to  go  into 
1251  a  new*  set  of  rates. 

Q.  You  don’t  set  forth  the  rates  for  the  truck 
service  to  the  public  in  your  present  exhibit?  A.  No, 
sir. 

•  i  •  •  • 
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1252 

#  •  •  »  • 

Cross  Examination 
By  Mr.  Peyser: 

Q.  Are  you  prepared  to  explain  the  meaning  of  the  note 
on  the  Exhibit  AN-3,  page  8,  with  reference  to  the  de¬ 
preciation  on  the  additional  plane?  A.  Yes. 

Q.  Will  you  please  explain  what  it  means?  A.  You  will 
notice  that  at  the  top  of  the  page  it  is  noted  that  this  is 
the  explanation  of  the  estimates  of  mileage  and  traffic. 

On  AN-2,  page  8,  toward  the  middle  of  the  page,  we 
show  the  average  revenue  hours  flown  as  2:13,  and  on 
AN-3,  page  6,  the  estimated  mileage  in  the  area,  the  average 
revenue  hours  flown  jumped  to  2 :51. 

Now,  the  depreciation  for  the  flight  equipment,  the  de¬ 
preciation  on  additional  plane,  is  because  of  the  estimated 
mileage  and  traffic  and  cost  of  revenue,  going  into  a  night 
operation,  and  there  would  have  to  be  an  additional 

1253  plane.  And  in  other  words,  as  to  the  difference 
between  the  two  hours  and  13  minutes,  your  deprecia¬ 
tion  would  be  even  less,  because  the  more  you  run  your 
planes,  the  less  your  depreciation  becomes. 

In  other  words,  we  have  one  trip  a  day  now  to  each 
point.  When  we  get  into  the  night  operation,  we  will  have 
two  trips  a  day,  and  the  additional  plane  must  be  pur¬ 
chased  for  that. 

Q.  In  your  estimate,  did  you  compute  depreciation  on 
the  additional  plane?  A.  On  the  estimate,  yes. 
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Redirect  Examination 
By  Mr.  Seal: 

Q.  Mr.  Huntress,  referring  to  Exhibit  AN-2,  page  9, 
Item  458  about  which  Mr.  Crimmins  asked  you  a  question : 
you  stated,  as  I  recall  it,  that  the  service  employees  were 
three,  and  that  the  amount  of  money  paid  to  them  was 
$238.80!  A.  Yes. 

Q.  Now,  you  do  not  want  to  leave  the  impression,  do 
you,  that  that  is  what  those  three  service  employees  re¬ 
ceive  per  month!  A.  No. 

1254  Q.  What  is  their  salary!  This  is  shown  by 

Exhibit  AN-2,  page  5!  A.  Yes,  we  have  the  per¬ 
sonnel  listed,  showing  exactly  what  we  pay  the  mainten¬ 
ance  and  service  men.  And  in  this  statement  of  operations, 
we  have  only  part  charged  to  service  employees,  and  down 
under  “Flight  equipment  maintenance — direct,”  we  have 
part  of  it  down  there. 

Qi  So  that  was  simply  a  breakdown!  A.  Yes.  The 
totals  are  on  AN-2,  page  5. 

Q.  There  is  one  other  question  I  would  like  to  clear  up, 
and  that  is  in  Exhibit  AN-2,  page  7.  In  the  event  you 
should  obtain  sufficient  freight  and  you  did  not  have  suffi¬ 
cient  planes,  is  it  your  plan  to  buy  additional  planes  or 
to  get  larger  planes,  such  as  DC-4’s,  and  continue  at  this 
rate! 

Strike  that,  and  let  me  put  it  this  way:  You  are  willing 
to  receive  freight  in  either  direction  at  the  rates  set  forth 
on  Exhibit  AN-2,  page  7,  are  you  not!  A.  Yes. 

Q.  And  if  it  got  to  such  a  point  that  you  would  have  to 
get  larger  planes,  you  are  willing  to  do  that,  is  that  not 
true!  A.  That  is  correct. 
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1 255  Recross  Examination 
By  Mr.  Crimmins : 

Q.  Mr.  Huntress,  I  understood  you  to  say  that  part  of 
the  salaries  paid  to  employees  is  also  listed  under  “Flight 
equipment  maintenance — direct”!  A.  That  is  correct. 

Q.  Will  you  please  just  specify  the  items  where  that  is 
shown!  A.  Aircraft  repairs,  direct  labor;  aircraft  engine 
repairs,  direct  labor ;  aircraft  instrument  repairs — I  would 
say  that  was  in  it;  aircraft  propeller  repairs,  of  which  we 
didn’t  have  any  up-to-date. 

Q.  Those  three  items  you  just  mentioned — aircraft  re¬ 
pairs,  direct  labor;  aircraft  engine  repairs,  direct  labor; 
and  aircraft  instrument  repairs,  direct  labor — together 
with  what  is  shown  up  above,  under  “ground  operations,” 
would  constitute  the  entire  salaries  for  employees?  A. 
You  see,  the  total  of  the  salaries  is  over  here  (indicating). 
You  saw  those,  didn’t  you? 

Q.  On  page  5  of  AN-2?  A.  Yes. 

Q.  That  is  on  an  annual  basis?  A.  That  is  correct. 

Q.  I  am  asking  you  with  reference  to  September,  1946. 
What  I  have  just  said  is  true  there?  A.  That  is  correct. 

•  •  •  •  • 

1256 

Wilbur  H.  Turner 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Seal : 

Q.  Your  name  is  Wilbur  H.  Turner?  A.  Correct. 
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Q.  Now,  have  you  any  corrections  you  desire  to  make 
at  this  time!  A.  Yes,  I  wish  to  make  a  correction  on  the 
second  line,  first  paragraph,  AN-2,  page  1. 

Q.  Will  you  state  that,  please?  A.  There  have  been  no 
cancellations  on  any  trips. 

Q.  In  other  words,  that  is  with  respect  to  the 

1257  sentence  reading,  “In  the  first  84  days  of  operation, 
one  trip  to  the  Valley  has  been  concelled.”  A.  That 

is  right. 

Q.  You  would  substitute  what  word  for  “cancelled”,  if 
any?  A.  One  trip  to  the  Valley  has  been  delayed  by  2V> 
hours.  There  have  been  no  cancellations. 

Q.  Are  there  any  other  corrections?  A.  No,  I  believe 
not.  The  two  trips  that  passed  over  Beeville  without  land¬ 
ing  due  to  weather  did  not  cancel  out  any  commodities 
hauled  on  those  two  trips.  They  were  transferred  to  Cor¬ 
pus  Christi  and  picked  up  there  by  the  trucks. 

Q.  Did  you  ever  have  any  trips  delayed?  A.  None;  no 
trips  were  delayed. 

•  *  •  •  • 

1258 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Peyser  : 

Q.  Do  you  supervise  the  operation  of  the  trucks,  as  well 
as  the  airplanes?  A.  I  do  not. 

Q.  Who  controls  the  operations  of  the  trucks?  A.  I  have 
no  knowledge  of  that 

Q.  Do  you  know  who  owns  the  trucks?  A.  No,  1  don’t 
Q.  Where  do  you  make  delivery  of  the  newspapers?  A. 
At  the  stops  listed  within  the  manual. 

Q.  What  does  the  airpline  crew  do,  then?  A.  We  park 
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the  aircraft,  unload  the  papers  to  the  drivers,  and  they 
in  turn  deliver  the  papers  to  the  different  cities  throughout 
the  valley,  cities  and  towns. 

Q.  Does  the  airplane  crew  help  in  the  delivery  of  those 
newspapers?  A.  No;  other  than  delivery  from  San  An¬ 
tonio  to  points  of  destination  on  the  airfields. 

1259  Q.  They  simply  wait  for  the  return  of  those  trucks 
before  they  start  back?  A.  Will  you  repeat  that 

question? 

Q.  Does  the  airplane  wait  for  the  return  of  the  trucks 
before  it  returns  to  San  Antonio?  A.  No. 

Q.  On  your  Exhibit  2,  page  3,  with  respect  to  Flight  A-l, 
don’t  you  show  there  that  the  flight  arrives  in  Corpus 
Christi  at  12:20  p.  in.  and  stays  there  until  5  o’clock  p.  m., 
when  the  truck  has  returned?  A.  Well,  that  is  on  a  pro¬ 
posed  operation. 

Q.  It  says  at  the  top  “ Present  Schedules”,  doesn’t  it? 
A.  That  is  what  it  says. 

Q.  Is  that  exhibit  correct?  A.  No. 

Q.  No?  A.  No. 

Q.  At  the  present  time,  do  the  trucks  bring  any  freight 
to  the  airport  for  delivery  in  San  Antonio?  A.  On  the 
Corpus  flight,  we  have  three  trips  a  week  back;  shrimp. 

Q.  Are  they  brought  in  by  truck,  or  directly  to  the  air¬ 
port?  A.  They  are  brought  directly  to  the  airport 
Q.  By  the  shipper?  A.  Yes. 

Q.  Your  statement  of  qualifications  shows  that  you  were 
formerly  connected  with  Fleetwood  Airways.  What  were 
vour  duties  in  connection  with  that  company?  A.  I  was 
pilot  and  station  manager. 

1260  Q.  Was  the  operation  of  that  company  substan¬ 
tially  similar  to  that  of  Airnews  at  the  present  time? 

A.  I  would  say  no. 

Q.  What  happened  to  that  company?  A.  Your  guess  is 
as  good  as  mine. 
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1261 

Robert  C.  Whitehead 

•  •  *  •  • 


Direct  Examination 
By  Mr.  Seal: 

Qi  Your  name  Is  Robert  C.  Whitehead;  is  that  correct? 
A.  Yes. 

•  #  *  •  • 

Q.  Then,  directing  your  particular  attention  to  Exhibit 
AN-4,  page  3,  there  is  some  question  that  I  think  Mr. 
Crimmins  or  someone  brought  out  this  morning  with  refer¬ 
ence  to  this  paragraph  starting  with:  “A  line-up  of  the 
counties  that  comprise  the  area  along  with  the 

1262  featured  production  of  each  follows 

Do  you  have  anything  in  particular  you  would 
like  to  say  as  to  that?  A.  1  would  like  to  point  out  there 
that  these  are  the  products  which  derive  from  Southwest 
Texas,  and  we  try  to  show  or  indicate  the  tremendous 
wealth  or  buying  power  or  purchasing  power  from  that 
area  on  account  of  all  of  these  diversified  products. 

And  of  course,  there  is  a  potential  out  of  practically  all 
of  it  for  air  lines. 

•  •  •  •  • 

1263 

#  •  •  •  • 

Cross  Examination 
By  Mr.  Peyser: 

Q.  Mr.  Whitehead,  on  your  Exhibit  4,  page  1,  you  show 
certain  carload  figures  for  the  year  1943.  Could  you  tell 
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us  to  what  points  those  shipments  moved?  A.  No.  No, 
I  wouldn’t  be  able  to  do  that. 

Q.  Do  you  know  how  many  of  them  moved  to  San  An¬ 
tonio?  A.  No.  Nor  would  I  know  how  many  came  to 
Dallas,  I  mean,  or  any  other  point. 

Q.  Then  just  what  is  the  purpose  of  that  information  in 
this  proceeding?  A.  Well,  we  are  trying  to  show  there, 
again,  the  volume  of  citrus  that  is  moved  out  of  the  valley 
in  a  year’s  time. 

Q.  On  page  3  of  your  exhibit,  you  said  the  information 
as  to  the  production  of  these  counties  was  for  the  purpose 
of  showing  the  wealth  of  the  counties  only;  is  that  right? 
A.  No,  this  is  indicative  of  the  products  derived  from 
those  counties,  and  would  possibly  show  the  wealth  or  the 
purchasing  power  of  Southwest  Texas. 

Q.  Then  this  information  is  not  to  show  what  commodi¬ 
ties  might  possibly  move  by  airplane  from  these  points  to 
San  Antonio?  A.  Well,  not  necessarily.  However,  there 
are  any  number  of  commodities  in  that  list  that  could  be 
moved  by  airplane. 

Q.  But  that  is  not  the  purpose  of  the  information? 
1264  A.  No. 

Q.  Mr.  Whitehead,  T  understood  that  you  made  a 
survey  of  the  movement  of  air  mail  to  certain  points;  is 
that  right?  A.  Yes. 

Q.  Did  you  make  any  record  or  notation  of  the  physical 
conditions  during  that  period  in  which  the  survey  oc¬ 
curred?  A.  Be  a  little  more  explicit.  What  do  you  mean 
by  “physical  conditions”? 

Q.  Well,  for  instance,  the  weather  conditions.  A.  Yes, 
the  weather  conditions  were  excellent  at  that  time. 

Q.  At  what  points?  Does  that  cover  the  whole  United 
States?  A.  It  covers  the  whole  trip  that  I  made,  with  the 
exception  of  one  night,  when  there  was  a  terrific  wind¬ 
storm. 
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But  that  began  late  in  the  evening  and  was  cleared  up 
the  next  morning.  Outside  of  that,  there  was  nothing. 

Q.  Over  what  period  of  time  was  the  survey  made!  A. 
Approximately  two  weeks. 

Q.  Were  all  of  these  letters  mailed  on  the  same  day?  A. 
No,  no.  They  were  mailed  on  different  days  during  the 
two  weeks,  or  18  days,  or  so,  that  I  was  in  the  valley. 

Q.  And  you  mean  to  say  that  the  weather  conditions 
were  perfect,  so  to  speak,  all  during  those  twx>  weeks?  A. 
All  during  that  time. 

1265  Q.  No  deviations  at  all?  A.  No,  other  than  that 
one  windstorm  that  1  spoke  of. 

Q.  And  that  covers  the  entire  territory  covered  by  the 
airmail  service?  A.  Yes. 

Q.  As  I  understand,  the  time  that  you  show  on  your 
exhibit  was  from  the  time  of  mailing  to  the  time  of  re¬ 
ceipt  by  the  recipient  of  the  letter;  is  that  right?  A.  Yes. 
As  I  entered  each  post  office,  I  immediately  checked  the 
time  -with  my  watch,  and  would  write  that  down  and  seal 
the  envelopes  and  mail  them  immediately. 

Q.  Now,  was  the  delivery  made  at  the  post  office?  A. 
In  the  post  office.  I  was  right  up  against  the  mail  box  drop 
when  I  did  this. 

Q.  How  did  you  select  the  mailing  times  at  the  various 
points?  A.  Well,  I  went  dowm  in  the  valley.  And,  of 
course,  it  is  in  two  sections  there. 

You  divide  the  lower  valley  from  the  upper  valley,  you 
see.  I  tried  to  do  it  in  a  circle,  so  that  I  would  just  go 
from  one  city  to  the  next.  The  time  was  selected  in  that 
maimer. 

For  instance,  I  would  start  to  work  in  the  morning — oh, 
I  think  some  mornings  I  would  get  out  at  8  or  8:30,  and 
then  just  work  on  right  through  the  day  in  each  city. 

Q.  1  notice  on  your  Exhibit  AN-4,  page  9,  the  mailing 
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time  shown  for  Corpus  Christi  apparently  is  a  little  after 
8  o’clock  in  the  morning;  is  that  right?  A.  Well,  I  don’t 
recall.  If  that  is  what  it  is,  yes. 

1266  Q.  Do  you  think  that  is  the  time  when  most  air¬ 
mail  would  be  put  in  the  mail  box  or  delivered  to 

the  post  office?  A.  No,  not  necessarily  so,  but  you  have 
to  spend  the  night  somewhere,  and  I  spent  it  there,  and  I 
called  on  that  post  office  next  morning  first  thing. 

Q.  Do  you  think  it  would  be  more  likely  that  the  peak 
of  the  mail  would  be  around,  say,  4  or  5  o’clock  in  the  evening 
or  6  o’clock  in  the  evening?  A.  Not  necessarily,  if  they 
had  adequate  air  mail  service. 

Q.  You  mean  by  “adequate  air  mail  service,”  a  flight 
going  out  every  hour  of  the  night?  A.  No,  but  I  mean 
if  you  had  incoming  air  mail  in  the  morning,  more  likely 
half  of  your  day’s  work  would  go  out  in  the  morning. 

Q.  Do  you  think  the  time  that  you  happened  by  chance 
to  drop  these  letters  in  the  box  might  have  had  some  in¬ 
fluence  upon  the  results  shown  in  your  exhibits?  A.  Well, 
it  showed  against  us  rather  than  for  us,  because  you  have 
Brownsville  operating  an  auto  once  a  day  that  runs  the 
entire  valley. 

And  in  the  upper  valley  I  was  working  within  an  hour 
or  an  hour  and  a  half  ahead  of  him  in  many  of  these  cities, 
where  it  was  actually  picked  up  right  in  back  of  me. 

As  a  matter  of  fact,  in  one  city,  it  was  picked  up  within 
five  minutes,  because  he  came  in  to  pick  up  while  I  was 
there. 

The  postmaster  told  me  he  did. 

1267  Q.  Now,  looking  again  at  your  page  4  of  Exhibit 
9  (sic)  you  show  approximately  13-hour  service 

from  Corpus  Christi  to  New  Orleans.  And  yet  you  show 
about  six  or  seven-hour  service  from  Gregory  to  New 
Orleans. 


1630 


Excerpts  from  Testimony  of  Robert  C.  Whitehead 

Examiner  Cusick :  So  that  you  will  be  correct  on  the 
record,  Mr.  Peyser,  that  is  page  9  of  Exhibit  4,  isn’t  it? 

Mr.  Peyser:  Pardon  me. 

Examiner  Cusick:  Just  so  the  record  will  correctly  re¬ 
flect  the  discussion. 

By  Mr.  Peyser: 

Q.  And  do  you  think  that  is  a  normal  situation  that  you 
show  there;  A.  You  see,  Mr.  Peyser,  you  spoke  of  Cor¬ 
pus  Christ!  first,  didn’t  you? 

Q.  Yes.  A.  That  was  mailed,  say,  at  8:30  in  the  morn¬ 
ing,  or  6 :00  and  it  was  delivered  the  next  morning  at  9 :00 ; 
is  that  right?  Wouldn’t  that  be  correct? 

Q.  I  believe  you  are  right.  That  is  24  hours?  A.  Yes. 
That  wouldn’t  be  too  long,  I  don’t  believe,  on  that  one. 

Q.  At  the  same  time,  you  show  Gregory,  5  o’clock  in  the 
afternoon,  and  you  show  arrival  at  11  o’clock  in  the  morn- 
ingi  A.  Well,  you  see,  that  just  happens  to  be  one  of 
those  spots  where  the  mail  was  picked  up  immediately, 
probably.  I  don’t  know  that  to  be  absolutely  true,  but  that 
is  more  than  likely  what  happened. 

Q.  Mr.  Whitehead,  as  a  man  who  has  had  some  ex¬ 
perience  with  statistics,  don’t  you  think  that  any  study 
made  over  such  a  short  period  of  time  is  bound  to 
1268  have  instances  of  that  sort  that  are  not  representa¬ 
tive?  A.  Well,  I  think  you  could  go  out  on  the 
street  and  stop  ten  men  and  ask  them  if  they  liked  to  read 
newspapers,  and  you  might  find  it  not  to  be  exactly  100 
per  cent  representative.  I  think  that  in  any  survey  you 
made,  there  might  be  a  few  cases  of  that  kind. 

Q.  Then  your  answer  is  “ves”;  is  that  right?  A.  I 
would  say  it  this  way:  I  would  say  that  this  is  as  near  a 
true  picture  as  one  could  possibly  get.  If  it  was  repeated 
tomorrow,  it  couldn’t  be  truer. 

Q.  You  mean  under  the  conditions  under  which  you 
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made  it?  A.  Well,  under  the  conditions,  yes;  but  I  feel 
that  the  conditions  were  perfect. 

Q.  Taking  Corpus  Christi  again:  l  notice,  with  respect 
to  Corpus  Christi,  that  the  mailing  to  Dallas  was  also 
early  in  the  morning.  In  either  of  those  cases,  if  the  letter 
had  been  mailed  along  about  4  or  5  o’clock  in  the  evening, 
wouldn’t  it  have  arrived  at  destination  at  the  same  time  at 
which  it  actually  arrived  ?  A.  That  I  don’t  know,  because 
I  don’t  know  the  actual  schedule  of  the  air  service  out  of 
Corpus  Christi. 

Q.  In  each  page  of  this  exhibit,  you  show  mailings  from 
Corpus  Christi  early  in  the  morning. 

Now,  in  each  instance,  was  it  the  fact  that  you  were 
staying  in  Corpus  Christi,  and  you  just  mailed  the  letters 
early  each  time?  A.  Well,  you  see,  the  first  place  I  would 
have  to  visit  in  each  of  the  cities  was  the  post  office. 
1269  And,  as  I  say,  you  will  find  this  true  in  every  place 
where  1  spent  the  night :  I  had  to  start  next  morn¬ 
ing  or  sit  around  until  the  afternoon  to  do  it. 

So  I  of  course  immediately  started  to  do  it. 

Q.  And  the  place  that  had  a  good  hotel,  where  you  hap¬ 
pened  to  stay  the  night,  would  have  its  letter  mailed  early 
in  the  morning?  A.  I  remember  spending  a  night  at 
McAllen.  But  I  didn’t  pick  out  the  best  hotels.  You  work 
a  certain  number  of  cities,  and  then  stop  for  the  day,  don’t 
you  see? 

Q.  Mr.  Whitehead,  what  were  you  interested  in  showing 
by  this  survey?  A.  Well,  we  were  trying  to  ascertain  if 
they  were  getting  adequate  air  mail  service  throughout  the 
Rio  Grande  Valley. 

Q.  Adequate  air  mail  service  to  what  point?  A. 
Throughout  the  United  States. 

Q.  Is  that  what  you  were  interested  in?  A.  Yes. 

Q.  Did  you  make  this  survey  for  the  purpose  of  this 
case?  A.  Well,  at  the  time  I  made  this  survey,  I  didn’t 
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know  that  this  case  was  in  existence.  I  was  just  told  to 
make  a  survey. 

Q.  You  were  told  by  whom  to  make  a  survey?  A.  By 
Mr.  Huntress. 

Q.  Didn’t  you  know  that  Mr.  Huntress  was  interested  in 
an  application  for  service  between  these  points  and  San 
Antonio?  A.  No;  not  at  that  time,  I  didn’t. 

1270  Q.  Did  he  tell  you  to  make  a  survey,  whatever 
survey  you  made,  to  include  San  Antonio?  A.  No; 

no,  not  to  include  San  Antonio. 

Q.  Have  you  any  reason  to  know  whether  this  survey  is 
representative  of  service  from  these  points  to  San  An¬ 
tonio?  A.  Well,  1  didn’t  actually  make  a  survey.  I  heard 
some  comment  on  it  from  various  postmasters. 

Q.  I  don’t  want  to  hear  any  comment.  I  want  to  know 
what  you  found  out  by  a  survey.  A.  I  didn’t  make  a 
survey  on  San  Antonio.  I  made  it  on  other  cities  through¬ 
out  the  country. 

Q.  On  page  5  of  your  exhibit,  showing  the  approximate 
weekly  air  mail  pounds,  isn’t  it  a  fact  that  the  air  mail 
shown  for  Corpus  Christi  is  probably  more  than  all  the 
other  points  put  together?  A.  No.  That  is  Brownsville. 

Q.  I  don’t  see  Brownsville  listed.  A.  On  page  5,  are 
you? 

Q.  Yes.  A.  It  is  under  Cameron  County;  first  one. 

Q.  Well,  there  seems  to  be  a  blank  with  reference  to 
that  point. 

Mr  Seal:  It  is  under  Cameron  County,  the  first  one. 

Mr.  Peyser:  My  exhibit  shows  a  blank  as  to  that.  I  am 
talking  about  the  approximate  weekly  air  mail  pounds. 
Mr.  Seal:  Yes,  that  is  not  listed. 

The  Witness:  T  wouldn’t  say  that  Corpus  Christi  was 
equal  to  the  balance  of  the  cities.  I  mean,  it  is  just  a  ques¬ 
tion  of  adding  it  up,  but  it  doesn’t  look  offhand,  from 

1271  the  figures  there,  I  wouldn’t  figure  it  would  equal  it. 
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Q.  But  it  does  show  that  Corpus  Christi  is  a  pretty  im¬ 
portant  air  mail  point?  A.  Yes. 

Q.  And  apparently  there  is  air  mail  service  used  to  and 
from  Corpus  Christi  ?  A.  Yes.  However,  1  would  venture 
to  say  that  the  air  mail  poundage  out  of  Brownsville  is 
greater  than  out  of  Corpus  Christi. 

Q.  You  don't  want  to  say  that  unless  you  know?  A. 
No,  I  say  I  venture  to  say  that.  I  don’t  know  that  to  be  true. 

Q.  Isn’t  it  strange  that  the  comment  with  respect  to 
Corpus  Christi,  as  shown  in  your  exhibit  under  the  column 
marked  “Attitude’*  is  “satisfactory”,  and  yet  the  poorest 
shown  in  your  survey  is  as  to  that  point,  Corpus  Christi? 
A.  Well,  of  course,  there  is  no  way  for  us  to  control  the 
United  States  mail,  on  the  mailing.  We  positively  not 
only  marked  the  time  on  it,  but  then  it  was  stamped  after 
it  hit  the  post  office. 

And  we  can’t  control  that.  However,  the  report  was 
satisfactory. 

Q.  Now,  again,  when  you  asked  about  air  mail. service, 
were  you  talking  about  the  air  mail  service  to  the  points 
shown  in  your  survey,  the  four  points?  A.  Well,  that 
would  be  the  entire  United  States.  Because  we  picked  the 
points  throughout  the  country  from  Los  Angeles  to  New 
York,  you  see. 

1272  Q.  Do  you  know  what  the  air  mail  service  is 
from  Corpus  Christi  to  various  points  in  the  United 
States?  A.  No. 

Q.  On  page  4  of  your  exhibit,  you  made  certain  esti¬ 
mates  as  to  the  amount  of  air  mail  that  was  moved.  What 
was  the  basis  for  those  estimates?  A.  Well,  we  inquired 
from  each  postmaster  what  was  the  actual  poundage  per 
day  in  each  of  these  cities.  Then  w’e  anticipate  the  other. 

Q.  And  you  multiplied  them  by  various  numbers  to  ar- 
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rive  at  the  result?  A.  Well,  we  felt  that  we  were  very 
conservative. 

Q.  Do  you  think  75  per  cent  of  the  air  mail  from  the 
Corpus  sector  is  a  conservative  estimate  of  the  amount 
of  air  mail  your  company  would  move?  A.  That  1 
wouldn’t  be  able  to  say. 

Q.  Did  you  look  up  the  reports  to  the  Civil  Aeronautics 
Board  as  to  the  manner  of  air  mail  being  carried  in  that 
section  of  the  country? 

For  instance,  specifically,  did  you  look  up  how  much  air 
mail  was  being  carried  by  Braniff  over  Route  50?  A.  No. 

Q.  If  I  were  to  tell  you  that  the  average  over  that  route 
is  35  pounds  per  mile  per  trip,  and  your  estimates  show 
198,  wouldn’t  you  say  that  was  rather  high?  A.  Where  is 
this,  now?  For  Corpus? 

Q.  Your  entire  estimate  as  to  what  you  were  going  to 
carry.  It  is  in  one  of  these  exhibits.  That  is  shown  in  Ex¬ 
hibit  3,  page  6.  A.  AN-3,  page  6? 

1273  Q.  Yes.  The  total  is  shown  at  the  bottom  of  the 
page.  That  is  derived  from  the  total  on  that  page? 
A.  No,  I  don’t  see  that  on  this  one.  You  had  better  ask 
me  again.  I  don’t  follow  you.  Tell  me  what  page  you  are 
on. 

Q.  The  198  is  shown  on  the  Exhibit  3,  page  6,  in  your  esti¬ 
mate  of  average  air  mail  traffic.  A.  That  is  under  “Esti¬ 
mate  of  Mileage  and  Traffic  Data”.  Now,  then,  let’s  see. 
Average  traffic  loads?  Is  that  the  caption? 

Q.  Average  traffic  loads,  yes,  mail  and  freight.  A. 
Now,  was  your  question  whether  or  not  I  thought  the  figure 
of  16  hundred  pounds  of  freight  was  correct? 

Q.  No;  as  to  the  198  as  compared  with  the  35  average 
for  Braniff  over  Route  50  at  the  present  time:  do  you  re¬ 
gard  that  198  as  a  conservative  estimate  of  the  amount  of 
air  mail  that  you  will  carry’?  A.  Well,  of  course,  with 
respect  to  these  figures  that  we  have :  we  have  no  definite 
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figures  to  base  them  on,  other  than  that  we  have  to  anti¬ 
cipate  this,  anticipate  what  we  can  carry. 

Q.  Now,  if  you  should  be  wrong  as  to  the  amount  of 
air  mail  that  is  to  be  carried,  that  would  have  a  corre¬ 
sponding  effect  upon  the  basis  of  your  air  mail  pay,  would 
it  not?  A.  If  we  carried  less  air  mail  than  we  did,  yes,  it 
would. 

Q.  Turning  again  to  pages  8,  9,  10  and  11 —  A.  Of 
Exhibit  4? 

1274  Q.  Of  Exhibit  4.  Does  not  that  survey  show  as  a 
whole  that  the  time-saving  by  air  is  greater  in  the 

longer  distances  rather  than  the  short  distances?  For  in¬ 
stance,  on  page  11,  from  these  points  to  New  York,  do  you 
not  show  a  substantial  saving  in  connection  with  every 
point  there?  A.  You  say  we  do  show  a  substantial  saving* 
Q.  Yes.  A.  Yes.  You  see,  everything  in  that  area  there 
is  handled  by  train  except  Brownsville,  which  shows — no, 
this  is  thrown  together. 

You  have  the  lower  and  the  upper  mixed  in  this  whole 
thing  here. 

Q.  And  when  you  come  to  a  shorter  distance,  like,  for 
instance,  the  difference  between  these  points  from  Corpus 
Christi  to  San  Antonio,  you  would  naturally  expect  that 
the  amount  of  time-saving  would  be  less  than  in  the  longer 
points,  from  Corpus  to  New  York?  A.  Yes. 

•  •  #  •  * 

Cross  Examination 

By  Mr.  Move: 

1275  Q.  Can  you  say  whether  your  air  mail  letters  were 
mailed  special  delivery  or  not?  A.  No.  We  mailed 

two  types,  one  with  a  three-cent  stamp  and  one  with  an  air¬ 
mail,  to  each  of  these  places. 
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Q.  What  is  the  address  of  your  New  York  correspon¬ 
dent?  A.  The  one  whom  we  mailed  them  to? 

Q.  Yes.  A.  420  Lexington  Avenue,  which  is  next  door 
to  the  post  office. 

Q.  That  is  a  business  office?  A.  Yes.  That  is  the  Gray¬ 
bar  Building. 

Q.  What  time  does  the  office  close?  A.  6  o’clock. 

Q.  I  don’t  mean  the  post  office.  A.  No,  I  meant  the 
office. 

Q.  No  effort  was  made  to  stay  overtime  to  receive  these 
letters?  A.  No. 

•  •  •  •  • 

1276  Redirect  Examination 

By  Mr.  Seal: 

Q.  Mr.  Whitehead,  Corpus  Christi,  Brownsville,  and 
San  Antonio  were  not  included  in  computing  this  air  mail 
potential,  were  they?  A.  No. 

•  •  *  •  • 

1278 

•  •  #  •  • 

Wilbur  H.  Turner 

Redirect  Examination 
By  Mr.  Seal: 

Q.  Mr.  Turner,  I  understand  you  can  make  a  correction 
on  the  record  here  to  obviate  the  necessity  of  making  an 
additional  exhibit. 

Will  you  give  us  your  correction,  please?  A.  Yes.  In 
Exhibit  AN-1,  page  3,  1  would  like  to  delete,  under  Flight 
A-l,  at  the  bottom,  the  times  indicated :  5 :00  p.  in.,  5 :33 
p.  m.,  5:40  p.  m.,  and  6:32  p.  m.;  and  delete,  under  Route  B, 
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at  the  right-hand  side,  the  time  of  arrival  at  and  departure 
from  Brownsville,  the  time  of  arrival  at  and  departure 
from  Harlingen  Airport,  and  the  time  of  arrival  at  San 
Antonio. 

And  1  think  that  is  all. 

Q.  You  delete  that,  and  then  the  schedule,  the  present 
schedule,  would  be  correct?  A.  That  is  correct,  yes. 

*  *  *  •  * 

Recross  Examination 
By  Mr.  Peyser: 

1279  Q.  Do  the  planes  return  on  any  schedule?  A. 
At  the  present  time,  yes,  after  delivery. 

Q.  After  delivery?  A.  Yes,  that  is  right. 

•  *  #  *  • 

1280 

•  •  #  *  • 

Are  there  any  objections  to  the  receipt  in  evidence  of  the 
four  letters  submitted  by  counsel  for  Airnews?  I  hear 
none.  The  letters  will  be  received  in  evidence  as  Airnews 
Exhibits  A,  B,  C,  and  D. 

The  bound  volume  of  exhibits  of  Airnews,  comprising 
Exhibits  AN-1  thru  AN-5,  plus  AN-A  and  AN-B,  will  be 
received  in  evidence  also. 

(Airnews  Exhibits  AN-1  thru  AN-5,  and  AN-A  and  AN- 
B,  received  in  evidence) 

Examiner  Cusick:  I  am  sorry,  gentlemen.  I  notice  that 
the  bound  volume  of  exhibits  of  Airnews  comprises  an 
AN-A  and  an  AN-B.  Therefore,  we  will  mark  these  letters 
Exhibits  AN-C,  D,  E  and  F.  They  will  be  received. 

(Airnews  Exhibits  AN-C,  AN-D,  AN-E,  and  AN-F, 
received  in  evidence) 
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1282 


Earl  F.  Slick 

•  *  •  •  • 

Direct  Examination 


By  Mr.  Morris: 

Q.  What  is  your  name!  A.  My  name  is  Earl  F.  Slick. 

Q.  What  is  your  connection,  if  any,  with  Slick  Airways, 
Inc..,  the  applicant  in  this  case!  A.  I  am  president  of 
Slick  Airways  and  Director  of  Slick  Airways. 

•  •  #  •  • 

1283 

•  •  i  •  • 

Q.  Have  you  prepared  a  statement  which  you  desire  to 
make  in  respect  to  your  application  in  this  case!  A.  I 
have,  and  it  is  as  follows: 

In  the  month  of  October  1946,  the  seventh  full  month  of 
our  operations,  Slick  Airways  carried  2,034,035  ton-miles 
of  airfreight. 

In  August  1946,  the  last  full  month  for  which  their 
figures  are  available,  all  the  certificated  carriers  together 
carried  but  1,707,744  ton-miles. 

These  figures  demonstrate  that  something  has  been 
happening  in  the  air  transportation  field  in  America.  That 
something,  the  emergency  of  airfreight  as  a  real  factor  in 
the  nation’s  economy,  was  made  possible  by  the  fact  that 
Slick  Airways  and  a  few  others  w^ere  possessed  of  the 
necessary  fortitude  and  willingness  to  risk  embarking  upon 
a  then  uncharted  venture. 

Up  to  the  time  of  our  organization,  the  story  of  air 
freight  in  this  country,  as  written  by  the  certificated  car¬ 
riers,  was  a  story  of  much  lethargy,  some  talk,  and  a  small 
amount  of  research,  but  little  or  no  action — and  practically 
no  air  freight.  Although  the  need  was  there,  the  business 
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risks  which  effective  action  in  this  field  necessarily  en¬ 
tailed  had  not  been  taken. 

At  the  beginning — at  the  time  we  began  business  there 
were  available  several  surveys,  made  by  competent  people, 
concerning  the  future  of  air  freight,  none  of  which  offered 
any  great  encouragement. 

We  know  too  that  any  survey  made  at  that  time 
1284  would  of  necessity  be  based  at  best  on  intelligent 
guessing. 

There  had  been  no  real  commercial  experience  in  carry¬ 
ing  freight  by  air.  It  was,  then,  for  us  or  others  willing 
to  attempt  to  prove  or  disprove  the  proposition  that  air 
freight  could  be  sold  to  the  shipper  as  a  new  and  yet 
normal  means  of  transportation,  and  that  it  could  be  made 
economically  self-sustaining. 

Upon  entering  this  business  as  a  contract  carrier,  we 
were  faced  with  two  alternatives  in  our  method  of  opera¬ 
tion.  These  were  (1)  to  operate  on  a  small  scale  and  to 
serve  contracts  only  when  we  knew  that  each  round  trip 
would  be  profitable  to  us,  or  (2),  to  function  on  a  larger 
scale  with  a  willingness  to  make  the  effort  and  incur  the 
expenditures  necessary  to  demonstrate  the  dependability 
and  economy  of  air  freight,  and  to  procure  public  accept¬ 
ance  of  it. 

We  deliberately  chose  the  second  alternative.  Obvious¬ 
ly  to  carry  out  such  a  plan  required  a  substantial  amount  of 
capital,  and  not  even  the  most  enthusiastic  could  have  ex¬ 
pected  to  show  a  profit  before  a  period  of  shipper  educa¬ 
tion  through  actual  operation. 

Since  the  beginning  of  our  revenue  operations  in  March 
we  have  never  failed  to  carry  out  our  contract  commit¬ 
ments  with  shippers  even  though  at  times  it  meant  a  one¬ 
way  dray  haul  all  the  way  across  the  Continent. 

This  is  only  one  example  of  the  many  things  done  by 
Slick  Airways  to  render  a  true  service  to  its  customers. 
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However,  we  believe  that  our  record  of  having  become 
1  in  these  short  months  the  largest  air  freight  carrier 

1285  in  the  United  States,  plus  the  fact  that  we  have 
1  now  in  the  month  of  October  reached,  for  practical 

purposes,  the  “break-even”  point,  is  sufficient  evidence 
that  we  are  on  the  right  track. 

“Air  freight”  is  now  an  industry.  Its  further  progress, 
as  we  see  it,  is  dependent  upon  the  certification  as  common 
carriers  of  those  best  able  to  carry  it  on. 

Who  can  best  serve  the  public  needs  in  air  freight?  All 
who1  have  any  knowledge  of  the  situation  must  recognize 
the  very  great  contributions  to  the  welfare  of  the  Ameri¬ 
can  public  which  have  been  made  by  the  presently  cer¬ 
tificated  airlines. 

We  would  certainly  be  the  last  to  belittle  their  achieve¬ 
ments  or  to  criticize  the  Civil  Aeronautics  Board  for  carry¬ 
ing  out  the  mandates  of  Congress  for  the  encouragement 
and  further  development  of  air  transportation. 

By  the  same  token,  however,  we  challenge  any  vested 
exclusive  right  in  the  passenger-carrying  airlines  to  air 
freight  business  or  air  freight  routes. 

First,  there  is  grave  doubt  that  the  certificated  passenger 
carriers  have  any  right  to  carry  “freight”,  as  distinguished 
from  “air  express”,  under  passenger,  mail,  and  “property” 
certificates,  based,  in  good  part,  on  “grandfather”  rights 
acquired  at  a  time  when  there  was  in  this  country  no  such 
thing  as  air  freight. 

Aside  from  legal  considerations,  the  interest  of  the  pub¬ 
lic  in  prompt  and  adequate  development  of  air  freight 
clearly  transcends  here  vested  interest  claims. 

Second,  the  inescapable  fact  is  that  for  years  the  pas¬ 
senger-carrying  airlines  did  next  to  nothing  for  the 

1286  public  in  the  matter  of  actually  carrying  air  freight. 
We  are  familiar,  of  course,  with  the  various  alibis 

advanced  by  them  for  this  situation,  such  as  the  war  time 
equipment  stringency. 
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Even  if  we  give  them  the  benefit  of  the  doubt  in  these 
respects,  the  fact  remains  that  after  the  war,  when  equip¬ 
ment  was  plentiful,  we  and  others  like  us,  and  not  the 
certificated  passenger  airlines,  took  the  necessary  business 
risks  and  actually  developed  air  freight  into  an  important 
business. 

This  business  the  passenger-carrying  airlines  would 
now  have  the  Board  reserve  to  them  and  them  alone. 
Some  of  the  passenger  lines  are  now  doing  a  great  deal 
of  advertising  of  air  freight. 

But  they  are  not  carrying  much.  They  are  now  giving 
lip  service  to  the  public  need  for  air  freight. 

By  their  conduct,  however,  they  show  that  they  have 
little  or  no  faith  in  it.  Their  plans  show  every  indication 
of  being  primarily  defensive  in  nature,  in  the  hope  of 
keeping  others  out  of  business. 

Third,  what  do  these  passenger  carriers  belatedly  and 
begrudgingly  offer  for  air  freight,  while  attempting  to 
close  the  door  to  others?  Only  this — a  part  of  their  faci¬ 
lities  and  personnel  for  development  of  air  freight  if,  as 
and  when,  and  to  the  extent  they  get  around  to  it,  over 
their  inflexible  point-to-point  routes,  under  certificates 
where  it  is  at  least  questionable  whether  they  have  any 
right  to  carry  freight  at  all. 

Yet  they  apparently  have  the  temerity  to  inquire  what 
can  we  do  that  they  can’t.  Simply  this: 

1287  1.  Devote  all  of  our  resources  and  energy 

to  a  single  purpose — the  development  and  ser¬ 
vicing  of  airfreight,  free  of  any  of  the  passenger 
problems  and  consequent  dilution  of  effort  necessarily 
involved. 

2.  Furnish  a  much  more  flexible  service  between 
producing  and  marketing  areas. 

3.  Furnish  a  much  needed  specialized  service  at 
reasonable  rates  borne  by  only  the  business  served. 
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On  such  matters  as  these  the  passenger-carrying  air¬ 
lines  blow  “hot”  and  “cold”. 

In  one  breath,  they  seem  to  say  that  they  can  use  in 
air  freight,  to  economic  advantage,  their  passenger  busi¬ 
ness  personnel  and  facilities. 

So  doing,  how  are  they  going  to  escape  the  dilution  of 
effort  necessarily  involved  in  meeting  the  mounting  pas¬ 
senger  problems,  which  have  become  a  common  subject 
of  news  and  editorial  comment  in  the  public  press,  and 
which  problems,  a  few,  notably  United,  have  been  frank 
enough  to  admit? 

In  the  next  breath,  the  passenger  lines  indicate  that  if 
necessary,  they  will  set  up  an  entirely  separate  division  to 
handle  air  freight.  If  they  do  and  keep  it  truly  separate, 
bearing  its  full  share  of  all  costs  and  expenses,  with  no 
carry-over  of  mail  subsidy,  wrhere  will  the  saving  be? 

Besides,  as  ably  demonstrated  by  some  of  the  exhibits 
in  this  Case,  so  far  as  reduction  of  unit  costs  is  concerned, 
there  is  a  well  recognized  law  of  “diminishing  returns” 
w’hich  has  caught  up  with  some  and  is  fast  catching  up 
with  others  of  the  larger  passenger  lines. 

Moreover,  in  air  transportation,  there  is  no  basic 
1288  economic  considerations,  such  as  cost  of  right-of- 
way  acquisition  and  maintenance;  as  in  the  case  of 
railroads,  requiring  single  operation  by  a  single  company 
of  the  tw'o  services,  passenger  and  freight. 

The  closest  historical  analogy  in  the  transportation 
field  is  found  in  highway  transportation  where,  like  air 
transportation,  there  is  no  company-owned  right-of-way, 
and  where,  like  air  transportation,  each  carrying  unit  is 
self-propelled. 

In  the  bus  and  truck  businesses,  with  certain  minor  ex¬ 
ceptions  most  of  which  are  railroad-owned  operations,  the 
two  functions  of  passenger  and  freight  carriage  have 
grown  and  have  remained  separate  and  apart.  This  de- 
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velopment  was  a  natural  one  not  due  to  any  regulatory 
pattern. 

Fourth,  while  much  has  been  accomplished  in  air  freight, 
much  more  yet  remains  to  be  accomplished.  It  has  taken 
all  the  efforts  of  those  of  us  having  faith  in  air  freight 
to  bring  it  to  its  present  stage  of  development. 

It  will  continue  to  take  the  concentrated  efforts  of 
management  and  personnel  solely  devoted  to  air  freight 
to  develop  it  to  the  point  where  it  is  fully  accepted  by  the 
public  as  an  efficient  and  practical  service. 

Slick  Airways  was  organized  and  financed,  and  has  been 
operating,  for  only  a  single  purpose,  namely,  the  creation 
and  development  of  a  public  service  in  air  freight.  Dis¬ 
regarding  all  other  considerations,  this  attack  upon  the 
problem  by  ourselves  and  a  few  others  has  meant  the 
differences  between  airfreight  service  as  we  know  it  to¬ 
day  and  practically  none  at  all. 

1289  Lastly,  the  past  being  the  best  indication  of  the 
future,  can  there  be  any  doubt  as  to  whose  hands 
would  better  serve  air  freight?  And  if  there  is,  all  we 
ask  is  a  chance  to  prove  that  we  who  have  built  it  can 
best  take  care  of  it. 

Self-sufficiency  of  airfreight  as  an  independent  business : 

Typically,  one  of  the  passenger-carrying  airlines  pro¬ 
vides  in  every  seat  an  advertising  folder  claiming  credit 
for  the  fact  that  with  it  “the  passenger  comes  first”. 

This  is  doubtless  as  it  should  be.  And,  in  view  of  the 
support  which  air  mail  has  always  afforded  the  passenger- 
carrying  airlines,  it  is  no  doubt  their  duty  to  give  a 
priority  to  their  air  mail  service  second  only  to  the 
passengers. 

The  term  “air  freight”  was  almost  a  stranger  to  the 
language  of  the  passenger  airlines  until  the  past  few 
months.  They  usually  spoke  of  property  transportation 
in  terms  of  baggage  and  air  express. 
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Ironically  enough,  they  entrusted,  by  contract,  the 
entire  management  of  air  express  to  the  Railway  Express 
Agency,  a  railroad-owned  company.  It  is  not  surprising, 
therefore,  that  the  original  contract  between  the  airlines 
and  the  Railway  Express  Agency  provided  that  air  ex¬ 
press  rates  should  always  be  at  least  twice  rail  express 
rates.  And  so  the  situation  continued  until  the  Civil 
Aeronautics  Board  itself  intervened  to  correct  it.  Small 
wonder,  therefore,  that  in  such  hands  air  freight  has 
never  become  competitive  with  rail  express,  which  all 
now  recognize  it  must  be,  if  it  is  to  be  of  maximum  ser¬ 
vice  and  prosper. 

1290  There  has  been  some  talk  and  may  be  more  about 
the  supposed  inability  of  the  air  freight  carriers 
like  ourselves  to  put  this  business  on  a  paying  basis. 

Some  of  the  passenger  lines  will  no  doubt  point  with 
considerable  alarm  to  the  “red”  figures  incurred  by  Slick 
Airways  and  others  like  us.  We  could  point  back  to  their 
organization  figures,  as  well  as  to  their  subsidy  and 
“lean”  years,  including  for  most  of  them  1946,  but  that 
would  serve  no  useful  purpose. 

The  real  point  is  that  we,  like  they  originally  and 
again  now  in  reconversion  and  expansion,  will  necessarily 
have  some  large  non-recurring  “red”  figures  in  prepar¬ 
ing  ourselves  properly  to  render  the  kind  of  service  to 
which  the  public  is  entitled. 

The  further  point  is  that  we,  much  faster  than  they, 
and  with  no  help  from  or  cost  to  the  government,  have 
now  practically  reached  the  “black”  side  of  the  ledger. 
Besides,  every  projection  in  this  Case  points  to  the  fact 
that  the  needed  service  can  be  furnished  at  reasonable, 
self-sufficient  rates. 

It  should  be  obvious  that  an  all-air  freight  line  such 
as  proposed  by  Slick  Airways  will  have  certain  advantages 
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in  that  it  will  bear  no  overhead  except  that  directly  re¬ 
quired  for  the  carriage  of  freight. 

There  will  be  no  fancy  downtown  ticket  offices  or  term¬ 
inals,  no  large  group  of  ticket  sellers  or  stewardesses. 

Personnel  will  be  kept  to  a  minimum  necessary  properly 
to  serve  the  public  and  handle  the  freight.  Slick  Airways 
is  now  carrying  on  a  sizeable  operation  with  a  personnel 
to  airplane  ratio  of  approximately  41  to  1,  as  con- 
1291  trasted  with  a  similar  ratio  of  approximately  107 
to  1,  for  the  domestic  certificated  carriers  accord¬ 
ing  to  the  latest  statistics  available  to  us. 

Air  freight  is  not  a  fancy  business  and  no  show  or 
plush  is  necessary  to  attract  the  shipper  of  freight.  On 
the  contrary,  the  one  factor  which  will  attract  the  shipper's 
interest,  and  therefore  the  deciding  factor  as  to  what  air¬ 
line  will  do  the  greatest  volume  of  business,  is  service. 

Finally,  -why  shouldn’t  we,  and  some  of  the  others  who 
believe  in  air  freight,  be  given  a  chance  to  prove  its  ser¬ 
vice  and  self-sufficiency,  with  whatever  regulation  under 
the  Act  is  deemed  necessary  by  the  Board  for  the  pro¬ 
tection  of  all  parties  concerned? 

•  •  #  •  • 

1293 

•  *  #  •  • 

Cross  Examination 

By  Mr.  Page: 

•  *  #  •  • 

1296 

•  #  *  •  • 

Q.  I  don’t  want  to  go  into  matters  that  are  not  exhibited, 
but  I  think  that  is  interesting,  Mr.  Slick.  Would  you  state, 
if  you  please,  the  extent  of  the  new  securities  proposed  to 
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be  issued  as  covered  under  that  registration  statement? 
A.  We  propose  to  issue  five  million  dollars. 

Q.  That  would  bring  your  total  capital  to  what  figure 
today,  as  of  today?  A.  Our  authorized  capital  is  ten 
million.  We  have  approximately  $1,700,000  invested  to 
date.  Of  the  five  million  dollars  in  the  registration  state¬ 
ment,  2*4  million  go  to  original  investors’  operations  and 
employers’  operations. 

The  other  2%  million  dollars  is  for  financing. 

•  •  #  •  * 

1299  Q.  It  is  a  very  interesting  statement.  And  if  I 
may  ask  you  a  request  in  connection  that,  Mr. 
Slick:  On  page  9  of  your  section  III,  No.  4,  at  the  bottom 
of  the  page,  one  of  the  factors  which  you  submitted  under 
“Outstanding  fitness,  -willingness,  and  ability,”  is:  “Our 
outstanding  record  of  airfreight  service  from  every 
standpoint,  including...”  and  then  c)  thereunder:  “The 
working  out  of  a  feasible  plan  for  scheduling  area  service.” 

I  would  like  you  to  comment  on  that,  as  to  just  what 
you  mean  when  you  say  that  you  have  worked  out  a 
feasible  plan  for  scheduling  area  service.  A.  I  think  it  is 
brought  out  fairly  clearly  in  our  exhibit.  I  will  be  glad 
to  repeat  it.  We  have  drawn  up  a  plan  where  we  think 
we  can  best  serve  the  shippers  of  air  freight. 

We  have  also  drawn  up  a  plan  that  we  think  will  be 
economically  self-sufficient  in  itself  as  to  air  freight.  This 
plan  of  scheduling  is  based  on  the  area  theory.  It  is 
flexible  on  fixed  schedules. 

And  we  have  shown  in  our  operating  plan  the  opera¬ 
tion  of  these  fixed  and  flexible  schedules.  We  plan  to 
have  several  fixed  schedules  a  day  on  our  initial  opera¬ 
tion  between  the  principal  points  that  we  outline  in  our 
area. 

Tn  addition  to  these  fixed  schedules,  that  are  making 
fixed  stops  over  flexible  route,  we  plan  to  have  a  flexible 
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schedule.  A  plane  will  be  used  to  stop  at  demand  points 
within  the  area  to  serve  places  that  don’t  have 

1300  regular  shipments,  that  it  would  be  economically 
unsound  to  serve  every  day. 

This  flexible  service  will  be  operating  with  flexible 
stops  over  a  flexible  route. 

And  we  believe  the  whole  working  of  the  area  theory 
is  based  on  the  two,  a  fixed  and  a  flexible  schedule. 

We  don’t  believe  it  could  be  worked  with  one  of  the 
two  at  all.  They  are  both  integrated  parts  in  the  area 
theory. 

We  show  in  our  exhibit  the  utilization  of  the  airplanes, 
the  maintenance*  of  the  airplanes,  and  scheduling  of  the 
airplanes. 

Q.  It  would  be  a  convenience  if  at  this  moment  you 
could  just  mention  the  exhibit  numbers  which  outline 
that  in  its  essence.  A.  It  is  brought  out  in  Exhibit  37C 
through  37F.  Then  this  whole  summary  of  proposed 
routes,  service,  and  plans  is  in  Exhibit  33,  and  it  goes  on 
through  35 ;  33  through  37F. 

Q.  The  letter  designations  after  the  exhibit  number 
are  used  to  show  location  in  different  parts  of  the  book! 
Am  I  correct  in  that?  A.  They  are  subdivisions  of  that 
exhibit.  It  starts  with  37,  37 A,  and  goes  through  G. 

Q.  But  as  to  37  proper:  does  that  follow  in  sequence? 
A.  Yes,  sir. 

Q.  I  see.  And  where  a  witness  sponsors  the  exhibit 
number,  he  also  sponsors  those  that  have  letter  designa¬ 
tions  which  follow?  A.  That  is  right.  They  are  sub- 

1301  divisions  under  that  number. 

Q.  I  jotted  down  a  couple  of  phrases  which  you 
used  in  your  answer  to  my  last  question,  Mr.  Slick. 

You  mentioned  “fixed  stops  over  flexible  routes”,  on 
the  one  hand,  and  “flexible  schedules”  on  the  other.  I 
don’t  mean  to  confuse  the  record  or  to  phrase  questions 
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just  for  playing  on  words,  but  1  feel  probably  that  the 
whole  question  of  the  delineation  of  the  area  theory  of 
operation  is  a  difficult  one,  and  indispensable  to  the  de¬ 
velopment  of  a  record  in  this  case,  and  I  would  appreciate 
if  you  would  discuss  once  more  the  use  of  the  term  “flex¬ 
ible”,  on  the  one  hand  with  respect  to  route  schedules 
and  on  the  other  hand  with  respect  to,  shall  I  say,  area 
schedules  t  Is  there  a  difference  ?  A.  I  don’t  quite  under¬ 
stand  the  question.  As  far  as  the  flexible  routes  are  con¬ 
cerned — 

Examiner  Cusick:  Maybe  it  can  be  clarified,  Mr.  Slick. 
Can  you  clarify  the  question,  Mr.  Page  ? 

Mr.  Page:  1  think  so,  Mr.  Examiner. 

By  Mr.  Page: 

Q.  Is  the  word  “flexible”  used  in  your  interpretation 
of  your  proposal  for  a  certificate  interchangeably,  both 
with  respect  to  routes,  scheduling  over  routes,  and  sched¬ 
uling  over  areas?  A.  It  is.  In  our  application  we  ask 
to  fly  the  most  direct  route  where  it  is  flyable.  That  will 
necessarily  have  to  be  flexible. 

If  we  go  one  direct  route  one  time,  and  the  weather  is 
bad  the  next  time,  wre  intend  to  go  around  a  different 
route  to  avoid  the  weather.  That  would  give  us 
1302  flexible  routes  between  areas. 

Our  flexible  schedules  come  in  in  our  concept  of 
the  demand  and  principal  points. 

We  plan  to  run  a  fixed  schedule  between  fixed  points 
in  the  area  regularly.  We  have  outlined  that  in  this 
exhibit.  We  plan  to  also  run  a  flexible  schedule. 

The  departure  will  be  fixed,  but  it  will  take  in  several 
demand  points,  wherever  the  public  demand  is  for  air 
freight  that  day.  And  therefore,  you  can’t  set  a  fixed 
schedule  for  that  route,  because  you  don’t  know  which 
demand  points  it  is  going  to  stop  at  each  day. 
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So  it  is  the  combination  of  the  two. 

Q.  Now,  that  is  distinguished,  as  I  understand  it,  be¬ 
tween  the  scheduling  between  base  points  or  principal 
stations,  on  the  one  hand,  and  the  service  between  area 
and  area  on  the  other;  am  1  right?  A.  They  are  both 
going  between  areas:  between  demand  points  is  between 
areas  also. 

We  don’t  offer  an  extra  area  service.  The  fixed  sched¬ 
ules  will  operate  regular  schedules,  as  outlined  here,  be¬ 
tween  the  demand  points.  We  give  the  departure  time 
and  arrival  time  at  demand  points. 

There  will  be  another  schedule,  a  flexible  schedule, 
that  will  be  leaving  principal  points  and  making  call  at 
demand  points,  where  there  is  over  a  thousand  pounds  of 
air  freight  that  day. 

And  it  might  make  several  pickups  in  the  area  and 
proceed  on  to  another  area  and  make  several  deliveries 
at  demand  points  or  principal  points.  They  go 
1303  between  the  principal  points,  but  they  make  it 
on  a  flexible  schedule,  making  demand  stops. 

Q.  Then  do  you  refer  also  to  base  stations,  in  terms 
of  schedules?  A.  Base  stations  are  where  we  have 
maintenance.  Our  principal  station  is  the  same  tiling; 
giving  daily  service. 

Q.  That  is  to  say,  the  scheduling  between  the  base 
points,  of  which  there  are  12?  A.  12  principal  points. 
Some  of  those  principal  points  are  base  stations.  For  in¬ 
stance,  Newark,  the  Eastern  area:  we  have  maintenance 
there,  and  that  is  a  base  station. 

Philadelphia  is  a  principal  station  in  the  Eastern  area, 
but  we  don’t  have  maintenance  there,  and  so  that  is  a 
principal  point  instead  of  a  base  station. 

Q.  As  to  the  scheduling  of  stops  at  the  base  stations, 
I  think  you  said  that  is  daily,  or  that  has  the  most 
regularity?  A.  Yes,  sir. 
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Q„  That  is  because  of  the  maintenance  requirements 
in  your  operating  manual?  A.  We  intend  to  give  all 
principal  points  regular  daily  service,  all  12  of  them. 

Q.  And  “base  station”  is  a  distinction  only  with  respcet 
to  maintenance?  A.  With  respect  to  maintenance;  that 
is  right. 

Q.  So  if  I  am  correct  now,  your  distinction  on  points 
which  you  will  serve  on  a  flexible  schedule  basis  is 
1304  between  principal  stations  or  principal  points  and 
demand  points?  A.  That  is  correct. 

Q.  And  demand  points  will  not  be  served  unless  there 
is  a  minimum  load  of  a  thousand  pounds?  A.  That  is 
correct. 

Q.  As  you  see  it,  Mr.  Slick,  in  developing  with  your 
associates  this  policy  of  proposed  operation,  how  do  you 
fit  that  into  the  scheduling  regulations  now  in  effect  under 
the  Act,  under  the  Board’s  discretion?  A.  Well,  I  am 
really  not  prepared  to  go  into  the  legal  aspects  of  that. 
I  am  not  a  lawyer. 

We  realized  that  this  area  theory  brought  up  new 
problems.  It  was  a  new  theory  when  we  put  in  our  appli¬ 
cation.  However,  our  legal  counsel  advised  that  it  was 
proper  under  the  Act,  and  I  have  noted  that  Public 
Counsel  in  the  Boston-New  Orleans  Case,  gave  the  opinion 
that  the  area  theory  was  proper  under  the  Act. 

Q.  Well,  I  don’t  think  w*e  wmnt  to  go  into  legal  memo¬ 
randa  or  briefs  in  other  cases,  Mr.  Slick.  I  didn’t  mean 
to  ask  you  for  a  legal  conclusion. 

I  was  thinking  of  your  factual  analysis  of  policy  of 
operations,  as  the  principal  executive,  in  so  far  as  you 
sponsor  policy  exhibits:  speaking  now  in  operating  terms 
— and  not  legal  terms  at  all,  which  are  not  the  proper 
thing  for  our  record  here — how  do  you  fit,  in  your  own 
mind,  that  proposed  scheme  of  operations  into  the  exist¬ 
ing  pattern  of  scheduling,  under  the  Economic  Regulations  ? 
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A.  I  don’t  quite  understand  your  question.  From 

1305  an  operational  standpoint,  I  can  easily  justify  it, 
if  that  is  your  question. 

Q.  Possibly  I  might  put  it  this  way,  sir :  Very  generally, 
I  understand  that  Regulation  208  has  to  do  with  the  filing 
of  schedules.  And  I  believe  it  requires,  although  I  haven’t 
the  text  before  me,  notice  of  20  days  before  putting  such 
notice  of  schedules  filed  with  the  Board  into  effect. 

Would  you  be  in  a  position  to  comply  with  that  regula¬ 
tion?  A.  That  is  correct.  We  will  file  schedules. 

Q.  Would  that  take  into  account  in  general  the  flexibility 
that  you  describe?  A.  We  will  file  a  departure  time  on 
our  flexible  schedules,  and  of  course,  several  stops  might 
be  indefinite  in  between,  but  a  schedule  will  be  filed  for 
both  the  flexible  and  inflexible  schedules. 

Q.  When  you  said  “in  between,”  what  did  you  have  in 
mind  there?  A.  Demand  stops.  I  don’t  believe  in  the 
air  freight  business  you  can  have  a  definite  schedule. 
Your  loading  and  unloading  is  changing.  You  depend 
on  wh$t  you  have  to  load  and  unload. 

It  will  be  impossible  to  keep  to  a  minute  schedule  in 
the  air  freight  business,  as  in  the  passenger  business. 

Q.  In  effect,  then,  you  foresee  the  possible  requirement 
of  an  exemption  from  some  of  these  scheduling  regula¬ 
tions?  A.  I  think  we  can  meet  the  scheduling  regula¬ 
tions,  but  I  think  a  different  concept  is  going  to 

1306  have  to  be  taken. 

Air  freight  is  just  different  from  the  rest  of  the 
air  transportation  business. 

Q.  Well,  granted.  What  we  are  concerned  with,  however, 
is  the  difficulty  of  certification. 

When  you  said  “we  couldn’t  schedule  the  in-between 
points”,  and  that  certain  forms  of  familiar  scheduling 
were  impossible,  you  didn’t  mean  to  just  take  an  arbitrary 
position  with  respect  to  compliance  with  regulations?  A. 
No,  not  at  all. 
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I  think  that  in  public  convenience  it  would  be  expensive 
for  us,  and  therefore  go  back  into  air  freight  rates,  if  we 
were  tied  to  this  definite  fixed  schedule  of  all  demand  points. 

Many  days  there  wouldn't  be  freight  there  for  us  to 
haul,  and  it  would  increase  our  expenses  tremendously. 

Q„  Well,  when  you  say  “tied  to  fixed  schedule  demand 
points”,  that  is  a  term  presumably  which  you  have  intro¬ 
duced,  and  I  would  be  thinking  more  from  the  stand¬ 
point  of  the  agency  that  would  regulate  your  operations 
under  a  certificate. 

They  would  be  thinking  about  intermediate  points,  if 
any  were  filed  by  you.  Could  you  state  in  a  general  way, 
on  this  question  of  serving  your  demand  points:  If  you 
would  only  serve  a  demand  point  between  principal  points 
on  schedule,  in  the  event  that  an  unload  of  a  thousand 
pounds  was  waiting  at  such  a  demand  point,  how  would  you 
be  able  to  give  notice  of  change  of  such  a  shcedule? 

Or  would  you  say  it  would  not  be  a  schedule  at 
1307  all?  A.  I  would  say  it  would  be  a  schedule.  It 
can’t  be  tied  to  the  minute.  In  our  tentative  sched¬ 
ules  we  present  in  our  exhibit,  we  leave  a  sufficient  time 
to  make  stops  at  demand  points. 

The  freight  will  have  to  be  delivered  an  hour  before 
hand,  and  on  delivery  is  subject  to  an  hour’s  delay. 

Q.  At  the  outset,  in  presenting  your  thoughts,  I  think 
you  said  you  felt  it  would  be  to  the  greatest  convenience 
of  shippers  to  have  the  flexible  type  of  schedule?  A.  That 
is  correct. 

Q.  Suppose  a  sale  would  be  made  or  a  contract  effected 
by  your  traffic  department?  In  general  terms,  your  opera¬ 
tions  point  of  departure  would  be  advised,  did  you  say, 
one  hour  before  departure?  Or  that  there  would  be  an 
hour’s  variation  in  the  time  at  w’hich  you  would  serve 
the  principal  station  because  of  that  deviation?  A.  The 
principal  points  are  on  a  fixed  schedule.  We  know  when 
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the  planes  are  going  to  arrive  and  depart  at  the  principal 
points. 

There  would  be,  if  there  was  a  request  from  a  demand 
point,  possibly  a  schedule  change  an  hour  each  way  eacli 
day,  depending  on  whether  there  were  one  or  two  demand 
points  between  the  principal  points  that  had  to  be  served. 

I  think  there  would  be  a  slight  variation  in  there.  How¬ 
ever,  I  don’t  think  this  is  a  serious  problem  to  the  shipper. 
He  is  used  to  it  in  all  types  of  transportation. 

Q.  Used  to  it  in  all  types  of  transportation!  Well,  let’s 
hold  that  question.  I  would  like  to  return  to  that  in  a 
moment  if  I  may. 

1308  How  would  the  traffic  department  advise  the 
operations  department  that  a  load  was  to  be  picked 
up  of  a  thousand  pounds,  your  minimum,  at  a  demand 
point!  How  would  you  proceed  from  there!  A.  I  will 
give  you  a  little  picture  of  our  operations  to  date.  It  is 
much  the  same  as  we  apply  for  from  an  operational 
point  of  view.  A  space  salesman,  that  sells  the  air  freight, 
requests  a  space  control  in  San  Antonio  by  TWX.  He  has 
a  certain  amount  of  freight  sold  between  such-and-such 
points. 

Space  Control  coordinates  it  with  Operations  and 
Flight  Control,  which  is  in  the  same  building.  They  set 
the  plane  that  is  going  to  make  the  stop  and  make  the 
pickup,  and  the  information  is  given  back  to  the  salesman. 

Q.  And  the  information  is  given  back  to  the  salesman? 
A.  To  give  to  the  customer. 

Q.  How  long  would  say  that  process  takes?  A.  An 
hour  or  two. 

Q.  Teletype?  A.  Yes,  sir. 

Q.  Is  it,  in  effect,  that  notice  to  operations  by  traffic 
on  word  from  their  salesman  to  deviate  from  that  par¬ 
ticular  schedule  between  principal  stations,  that  covers 
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the  proximity  of  this  demand  point?  A.  I  didn’t  get  the 
question. 

Q.  We  are  speaking  now  of  a  pickup  at  a  demand  point, 
as  I  understand  it?  A.  That  is  correct. 

1309  Q.  The  traffic  has  notified  Operations  and  Space 
Control  that  there  is  a  12,000-pound  or  1200-ton 

load,  at  a  point  between  stations,  to  be  picked  up  at  the 
next  schedule  of  service  between  those  particular  stations. 
Does  Traffic  get  a  confirmation  from  Space  Control —  A. 
That  is  correct. 

Q.  — before  Space  Control  advises  Operations  of  that 
stop?  A.  It  does  not.  It  is  cooordinated  with  Operations, 
and  then  the  final  answer  goes  back  to  the  salesman  from 
Space  Control 

Q.  As  to  whether  the  pickup  will  occur  or  will  not  occur  ? 
A.  At  what  time  the  pickup  will  occur. 

Q.  Suppose  you  haven’t  got  on  that  schedule,  by  reason 
of  traffic  available  between  the  principal  stations — suppose 
you  haven’t  got  1,000  or  1200  pounds  available?  A.  We 
would  run  the  airplane. 

Q.  You  would  run  the  airplane  there?  A.  Absolutely. 

Q.  Would  the  Traffic  wait  to  get  a  confirmation  of  the 
availability  of  the  extra  flight  before  accepting  the 
business?  A.  They  would  be  sure  there  would  be  an 
airplane  there  before  they  would  accept  the  flight,  but 
if  there  w^as  an  airplane  there  to  use  on  the  flight,  they 
would  accept  the  business. 

Q.  When  Traffic  sells  that  business,  does  he  say,  “sub¬ 
ject  to  confirmation  on  available  space”?  A.  I 

1310  think  naturally  he  would.  It  would  have  to  be 
confirmed  first. 

Q.  And  you  feel  that  the  shipper  is  getting  the  prefer¬ 
able  type  of  service  by  the  use  of  that  traffic  and  opera¬ 
tional  policy?  A.  Absolutely. 

Q.  You  think  the  shipper  would  rather  have  that  than 
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to  elect  to  use  the  equipment  of  a  route  to  which  a  carrier 
is  certificated  regardless  of  the  size  of  the  carrier?  A. 
We  would  be  certified  to  the  point  if  we  were  serving 
it.  I  think  that  our  service  would  be  just  as  satisfactory 
as  any  service  that  could  be  offered,  probably. 

Q.  You  wouldn’t  be  certified  to  the  demand  point,  would 
you?  A.  Yes,  sir,  we  would.  It  would  be  within  our  area, 
respecting  certifications  to  serve  the  whole  area. 

Q.  Would  you  regard  that,  then,  in  terms  of  regula¬ 
tion,  not  as  a  deviation  from  a  schedule  but  as  simply 
what  was  contemplated  by  the  schedule  when  you  filed  it 
between  the  principal  points?  A.  That  is  correct. 

Q.  Would  you  contemplate  endeavoring  to  make  space 
available  to  the  Post  Office  Department  on  such  flights? 
A.  We  have  not  contemplated  it  in  our  exhibit.  We  felt 
that  a  more  adequate  service  could  be  given  to  the  shipper 
if  that  was  our  one  responsibility. 

We  have  asked  for  no  mail  in  this  application. 

Q.  But  you  would  stand  ready  under  the  obligation  of 
a  certificated  carrier  to  serve  the  Post  Office  Department 
if  it  so  requested?  A.  If  the  Civil  Aeronautics 
1311  Board  felt  that  it  was  in  the  best  interests  of  public ; 
yes,  sir. 

Q.  In  that  event,  you  would  have  to  work  out  some  com¬ 
promise  with  the  regulation  with  respect  to  changes 
in  scheduling  on  mail  and  non-mail  flights,  would  you 
not?  A.  Well,  I  haven’t  worked  that  out  yet.  I  don’t  know. 
We  hadn’t  anticipated  it. 

Q.  With  respect  to  deviation  from  airports,  in  what 
terms  would  you  desire  the  certificate  to  describe  the  facili¬ 
ties  that  you  would  use  in  connection  with  the  demand 
points?  A.  We  would  like  them  to  serve  any  airport 
within  these  areas  in  which  there  were  adequate  facilities. 
It  would  change.  If  there  were  contact  conditions,  we 
wouldn’t  need  radio. 
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If  it  was  instrument  conditions,  we  wouldn’t  need  radio. 
We  would  need  adequate  runway  length. 

Q.  Do  you  contemplate  the  possibility  of  a  deviation 
from  the  regulations  there  with  respect  to  changing  the 
airports  employed  on  a  certificated  route  or  certificated 
flight  schedule?  A.  No. 

Q.  If  I  recall,  one  of  the  sections  covering  that  is  238, 
which  requires  a  30-dav  notice  to  deviate  from  one  air¬ 
port  to  another  in  serving  a  certificated  station.  How 
would  we  reconcile  the  type  of  flexibility  th$t  you  propose 
with  such  a  regulation?  A.  Well,  if  we  were  certified 
to  any  point  within  that  area,  I  think  it  would  have  to 
be  reconciled.  I  think  we  would  have  the  author- 
1312  ity  to  use  any  airport  that  was  suitable,  in  that 
area. 

Q.  In  other  words,  it  is  not  a  remote  conclusion  that 
in  effect  you  assume  that  these  regulations  would  have 
to  be  amended,  or  that  carriers  so  certificated  would  have 
to  be  exempted  from  compliance?  A.  No,  I  won’t  admit 
that.  I  think  that  there  will  be  separate  regulations  eventu¬ 
ally  for  air  freight.  I  think  that  we  could  operate  under 
present  operations  on  an  area  theory. 

Q.  I  see.  Well,  it  is  a  little  hard  to  see  how  you  con¬ 
clude  that,  Mr.  Slick.  I  am  not  asking  you  to  admit  some¬ 
thing  that  sounds  irregular.  I  am  just  asking  you  if  logic¬ 
ally  it  would  not  be  difficult  under  this  flexibility,  which 
you  say  is  absolutely  essential,  to  comply  with  existing 
regulations  regarding  scheduling  and  the  use  of  air  ports. 

Mr.  Morris:  Mr.  Examiner,  I  feel  that  the  witness 
has  answered  that  in  specific  terms  and  should  not  be 
asked  to  do  so  more  than  once. 

Examiner  Cusick :  I  think  he  has  answered  it,  Mr. 
Page. 
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“Q.  I  would  like  to  ask  you  about  the  question  of 
shipper  service  then,  Mr.  Slick.  Your  experience  in  build¬ 
ing  up  the  impressive  loads  that  your  company  has  from 
an  operations  standpoint  has  been  primarily  with  repeat 
shippers?  A.  That  is  correct.” 

1313  Q.  Your  business  has  been  to  a  very  large  per¬ 
cent  contract  carriage  in  nature?  A.  Entirely 

contract. 

Q.  The  flexibility  of  schedules  is  perhaps  best  designed 
to  serve  customers  with  whose  business  you  have  a  con¬ 
tract  traffic  relationship,  rather  than  sporadic  business? 
A.  No,  I  wouldn’t  say  that.  I  think  that  flexibility  of 
schedules  and  the  whole  area  theory  is  best  suited  to 
serve  the  regular  shipper.  It  is  not  prepared  to  give  a 
minute-by-minute  schedule  or  to  serve  the  emergency 
shipper,  but  I  think  it  fits  in  very  well  with  any  regular 
shipper  of  air  freight. 

Q.  Preferably  contracting?  A.  No,  sir.  I  think  on  a 
common  carrier  basis. 

Q.  What  percentage  of  your  business  today  would  you 
say  was  business  that  salesmen  picked  up,  other  than 
from  repeat  customers?  I  am  speaking  now  of  types  of 
merchandise,  types  of  business  shipped,  and  not  referring 
to  the  character  of  the  service.  A.  I  don’t  understand  your 
question. 

Q.  Do  you  mean  that  all  of  your  business,  or  all  with 
the  exception  of  a  very  small  percentage,  has  been  pur¬ 
suant  to  a  contract  developed  by  your  salesmen  with 
large  or  repeat  shippers?  A.  That  is  correct. 

Q.  And  would  that  be  the  pattern  that  you  contemplate 
following  if  certificated?  A.  No,  we  contemplate  holding 
out  to  the  public  and  serving  the  general  public  if 

1314  we  are  certificated.  We  don’t  intend  to  operate  on 
a  contract  basis. 
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Q.  Would  that  not  involve  a  transition  from  the  operat¬ 
ing  patterns  and  traffic  experience  which  you  have  set  up? 
A.  Very  little. 

Q..  When  you  say  “very  little”,  what  do  you  mean,  Mr. 
Slick?  A.  We  have  adequate  facilities,  adequate  pilots. 
We  would  have  to  expand  our  maintenance,  we  would  have 
to  expand  our  pilots,  but  we  have  the  base  for  the  complete 
organization.  It  would  just  be  a  matter  of  expanding  to 
meet  the  increased  requirements. 

Q.  Expansion  of  personnel?  A.  It  would.  I  think  our 
business  would  expand. 

Q.  Would  you  expect  to  introduce  economies  in  that 
connection  l  A.  I  think  so,  yes.  I  think  we  are  far  from 
an  expansion  limit,  to  make  these  economies.  I  think  we 
could  expand  rapidly. 

Q.  In  operating  the  12  principal  stations  which  you  myw 
have  in  your  system,  what  traffic  representatives  or  what 
service  personnel  with  respect  to  shipments  developed  at 
those  demand  points  would  be  required  in  your  employ? 
A.  We  anticipate  in  the  beginning  at  demand  points  to 
have  agents  at  these  stations  and  also  to  contract  with 
local  airport  personnel  on  the  loading  and  unloading. 

We  expect  to  have  roving  salesmen  to  contact  the  demand 
points  throughout  the  month. 

1315  Q.  Most  of  your  traffic  people  at  the  demand  points 
would  be  agents  rather  than  employees?  A.  That 
is  correct,  I  think  in  the  beginning. 

Q.  How  many  employee  staffs  do  you  contemplate  hav¬ 
ing  at  your  12  principal  stations?  A.  It  is  all  set  out  in 
exhibit  by  stations. 

Q.  Do  you  propose  to  have  station  managers  at  each 
one  of  those  stations?  A.  At  the  principal  points;  yes, 
sir. 

Q.  At  what  exhibit  do  you  show  the  ground  organiza- 
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tion  or  traffic  organization,  Mr.  Slick,  if  you  please,  at 
your  principal  stations?  A.  Exhibit  38,  page  290. 

Q.  What  I  was  looking  for,  Mr.  Slick,  was  the  personnel 
breakdown  to  show  the  number  of  people  that  will  be,  in 
relation  to  your  projected  costs,  serving  those  principal 
stations?  A.  I  think  that  the  number  of  people  and  their 
salaries  is  given  in  our  proposed  operating  expenses;  on 
303,  302,  and  304;  30  C-46’s,  50  C-46’s  and  50  new-type 
planes. 

Q.  On  43B  you  show,  in  the  second  group  of  listed  em¬ 
ployees,  station  managers,  five.  A.  I  think  the  station 
manager  is  more  or  less  concerned  with  the  base  station 
where  he  has  maintenance  underneath  him. 

I  think  probably  the  station  agent  would  be  in  charge  of 
the  other  principal  points,  and  acting  in  a  station  manager’s 
capacity  in  everything  except  maintenance. 

1316  Q.  Then  in  what  group  of  employees  would  you 
list  the  traffic  representatives  at  your  principal  sta¬ 
tions?  Under  station  agents?  A.  And  assistants.  The 
traffic  and  his  sales  would  be  mostly  the  selling  agents. 

Q.  How  would  you  break  down  the  36  shown  there?  A. 
I  am  not  prepared  to  go  into  the  details  of  this  exhibit.  I 
think  Mr.  Dunlap  can  do  it  better  than  1  can,  or  Mr. 
Skinner. 

Q.  Is  it  your  exhibit  that  covers  the  question  of  sales¬ 
man  training  and  shipper  education,  Mr.  Slick?  A.  That 
is  correct.  I  am  not  sure  which  exhibit  that  is. 

Q.  I  would  just  like  to  ask  you  a  couple  of  general  ques¬ 
tions,  on  that.  A.  Go  ahead.  I  think  it  is  mine. 

Q.  I  believe  your  exhibits  have  placed  emphasis  upon 
your  traffic  experience  there.  What  changes  in  training 
of  the  traffic  and  sales  representatives  with  regard  to  ship¬ 
pers  and  the  public  generally  do  you  contemplate  institut¬ 
ing  if  certificated?  A.  Over  our  present  salesmen,  that  is? 

Q.  Yes,  what  changes  from  your  present  system  of  train- 
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ing  and  shipper  education?  A.  I  think  it  would  be  the 
difference  between  selling  to  a  few  contracts  and  selling 
to  the  general  public. 

I  think  you  are  going  to  have  to  have  more  advertising. 
You  are  going  to  have  to  bring  that  to  the  public  in  differ¬ 
ent  ways  than  we  are  now. 

1317  However,  I  think  the  same  men  would  be  suitable 
for  the  actual  selling  part. 

Q.  What  time  lag  do  you  presume  to  exist  in  trying  to 
change  over  the  sales  experience  and  the  sales  approach? 
A.  I  don’t  think  it  would  be  very  much. 

Q.  You  think  they  could  readily  shift  in  their  approach? 
A.  I  do.  I  think  it  would  just  be  a  matter  of  bringing  air 
freight  to  the  general  public’s  attention  a  little  more,  and 
the  availability  of  air  freight  to  the  general  public’s  know¬ 
ledge. 

Q.  Subject  to  the  flexibility  of  scheduling  that  you  spoke 
of?  A.  That  is  correct. 

Q.  That  would  involve  a  sales  technique  of  a  very  care¬ 
fully  skilled  kind,  would  it  not  ?  A.  I  don’t  believe  so ;  no, 
sir. 

Q.  With  regard  to  rates  generally,  has  Slick  Airways 
changed  its  rates  several  times?  I  am  not  talking  about 
reducing  rates,  or  any  activities  that  might  suggest  a  rate 
war;  I  am  not  talking  about  competition:  I  am  talking 
about  salesmanship. 

Have  you  changed  your  rate  structure  several  times? 
A.  Yes,  sir. 

Q.  How  many  times,  would  you  say,  Mr.  Slick?  A.  It 
has  varied  from  month  to  month,  the  average  rate  we  have 
charged. 

Q.  Was  there  at  some  time  a  publicity  release  with  re¬ 
spect  to  meeting  other  rates,  then  prevalent  in  the  non- 
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scheduled  freight  business?  A.  I  am  not  familiar 

1318  with  it. 

Q.  I  believe  you  recall,  or  do  you  recall,  Mr.  Slick, 
releasing  some  information  to  the  public  on  or  about  Sep¬ 
tember  7,  which  stated  generally — I  have  an  excerpt  here, 
but  I  won’t  put  it  in  the  record — that  you  were  ready  to 
go  along  with  another  carrier  in  observing  a  minimum  rate 
of  17  cents  a  ton-mile?  A.  That  was  released  without  my 
knowledge,  and  I  don’t  think  anyone  in  the  company  knew 
about  it. 

Q.  On  or  about  October  9,  there  was  a  release  to  the 
press,  which  you  may  recall,  to  the  general  effect  that  your 
air  freight  charges  would  now  range  from  12  to  21  y2  cents  ? 
A.  That  is  possibly  so.  I  am  not  familiar  with  it. 

Q.  Has  there  been  any  change  since  that  time  in  rates 
that  were  generally  made  known  to  your  contract  shippers  ? 
A.  I  don’t  believe  that  the  average  rates  changed  at  all 
since  that  time. 

Q.  The  average  rate  hasn’t  changed  much  at  all  ?  A.  No, 
sir,  I  don’t  believe  so. 

Q.  What  would  you  say  roughly  that  has  been?  A.  I 
believe  there  is  brought  out  in  our  exhibit  here  our  monthly 
income  from  per-ton  revenue. 

Q.  About  12  and  a  half  cents,  or  somewhere  around 
there?  A.  It  has  varied.  It  is  on  Exhibit  52.  It  started 
in  March,  22.9 ;  April,  16.06, 1  believe ;  and  it  goes  on  giving 
it  by  months  in  that  exhibit. 

And,  incidentally,  the  October  revenue  was  12y> 

1319  cents  as  estimated;  maybe  a  little  over. 

Q.  Well,  that  didn’t  vary  much  from  the  average 
rate  charged  for  the  six  months’  period,  did  it?  A.  It  has 
varied,  yes,  considerably,  as  you  can  see  from  this  graph. 

Q.  I  mean  the  average.  A.  Well,  I  don’t  know  what  the 
average  is.  I  imagine  it  is  around  that,  12 y2  or  13  cents,  or 
somewhere  around  there. 
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Q.  Your  average  revenue  ton-mile  received  was  12.34  for 
the  period  ending  October  31,  and  during  the  month  of 
October  about  12.56?  A.  Maybe  I  can  give  you  the  exact 
figure  on  that. 

Q.  That  is  stated  on  SA-55?  A.  October  was  12.56, 
revenue  per  ton-mile. 

Q.  And  12.34  average  for  the  period  to  date?  A.  I 
imagine  it  would  be  right  around  there. 

Q.  That  is  the  figure  on  the  page.  Well  now,  is  it  your 
feeling  that  that  rate  has  been  adhered  to  quite  consistently 
over  the  entire  period?  A.  It  is.  You  mean  by  other  car¬ 
riers  ? 

Q.  No,  by  Slick  Airways.  A.  No,  as  I  say,  we  varied 
ours  from  March,  when  it  was  20  cents,  and  it  came  down 
to  below  12  cents.  It  has  varied. 

Q.  It  was  my  impression  when  I  asked  you  before,  Mr. 
Slick,  that  you  said  it  has  stuck  pretty  close  to  an  average. 
Did  I  misunderstand  you?  A.  No,  I  said  that  that  might  be 
the  average,  12. — whatever  you  read  off  there.  But 
1320  it  certainly  varied,  as  brought  out  in  this  chart  on 
Exhibit  52,  quite  considerably.  It  has  gone  from 
20.97  to  11.07. 

Q.  What  would  you  say  in  general  was  the  reason  for 
that  fluctuation?  Experimenting?  A.  There  were  several 
reasons.  In  the  beginning,  no  one  knew  exactly  what  the 
operating  costs  were  going  to  be.  And  we  started  off  con¬ 
servatively  and  would  have  brought  the  rate  down  probably 
a  Little  more  gradually  if  it  hadn’t  been  for  some  of  the 
rate  wars,  as  you  mentioned  before. 

However  I  think  that  they  are  at  a  proper  place  now 
for  our  operation. 

Q.  It  was  your  effort,  I  take  it,  in  maintaining  a  high 
volume  of  contract  business,  to  meet  the  competition?  A. 
It  is  our  effort  to  give  the  minimum  rate  possible  with  our 
operation,  which  we  are  at  now. 
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Q.  You  were  at  somewhat  of  a  disadvantage,  were  you. 
in  connection  with  the  operation  of  the  particular  equip¬ 
ment  that  you  had —  A.  I  think  we  were  somewhat  at 
an  advantage. 

Q.  At  an  advantage!  A.  Yes,  sir. 

Q.  Will  you  explain  that!  A.  I  think  the  C-40  is  more 
economical  than  the  C-47  for  freight  operation.  I  think  as 
far  as  the  costs  are  concerned,  the  direct  costs  were  con¬ 
siderably  lower  than  on  the  C-47. 

Q.  You  are  speaking  now  in  terms  of  the  so-called  area 
service!  A.  I  am  speaking  in  terms  of  the  service 
1321  that  we  were  giving  at  the  time.  I  think  the  C-46 
was  more  economical.  1  think  the  46  was  as  eco¬ 
nomical  as  any  plane  that  could  be  used. 

Q.  I  assume  you  imply,  then,  that  there  is  a  distinction 
between  the  kind  of  service  that  has  been  given  with  C-47’s. 
and  yours  with  C-46’s!  A.  No,  I  don’t  distinguish  between 
them. 

Q.  You  don’t  distinguish.  Well,  then,  as  to  freight  opera¬ 
tion,  in  what  respect  do  you  feel  that  the  C-46  was  more 
efficient  to  operate!  A.  It  has  a  lower  direct  operating 
cost 

Q.  A  lower  mile  cost!  A.  That  is  right. 

Q.  How  about  ton-mile  costs!  A.  A  lower  direct  ton- 
mile  cost. 

Q.  Those  figures  are  set  out  in  one  of  your  cost  exhibits, 
I  take  it!  A.  The  figures  for  the  46  are  set  out.  We  don’t 
compare  it  with  the  47.  I  am  sure  in  some  other  exhibits 
the  figures  for  the  47  are  set  out. 

Q.  Without  turning  to  specific  exhibits — and  I  will  pass 
the  question  if  it  is  necessary  to  do  so — what  do  you  have  in 
your  mind  as  the  miles  costs  and  the  ton-mile  costs  of 
operating  the  C-46?  A.  Total  cost?  Direct  and  indirect? 

Q.  No ;  not  direct  and  indirect.  The  direct  costs  of  operat- 
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ing  the  C-46  on  a  mileage  basis  and  on  a  ton-mile 
1322  basis.  A.  I  won’t  give  yon  the  exact  figures,  be¬ 
cause  Mr.  Dunlap  can  give  them  to  you,  but  I  think 
it  is  around  8y2  cents  per  ton-mile  direct  cost,  and  around, 
I  think,  34  or  36  cents,  right  around  in  there,  on  the  mileage 
basis. 

You  can  get  those  exact  figures  from  Mr.  Dunlap. 

Q.  And  w'ould  that  be  with  plane  load?  Would  that  be, 
generally  speaking,  with  plane  loads  or  with  partial  loads? 
Or  wouldn’t  it  make  any  difference?  A.  Oh,  it  makes  a 
difference.  You  can  figure  it  on  75  or  80  per  cent  or  100 
per  cent  load  factor. 

As  I  say,  I  don’t  know  exactly  the  figures,  but  I  think 
it  is  around  a  hundred  per  cent  load  factor. 

Q.  And  wrhat  approximate  average  run  in  miles  do  you 
think  of  in  terms  of  those  costs  for  the  C-46?  A.  I  think 
our  average  shipment  is  well  over  a  thousand  miles.  We 
are  running  transcontinental^  and  north  and  south  both, 
at  present. 

•  *  *  •  • 


1323 

•  •  #  •  • 

Q.  You  refer  to  the  approximate  redistribution  of  your 
maintenance  personnel  between  the  two-plane  maintenance 
stations,  and  25  other  base  stations,  with  net  saving  of 
about  25  employees?  A.  That  is  correct. 

1324  Q.  That  in  effect  relates  to  your  present  volume 
of  business?  A.  I  would  say  approximately  25  per¬ 
sonnel  under  maintenance,  yes,  sir;  on  a  ten-hour-a-day 
utilization,  which  we  are  figuring  on. 

Q.  A  reduction  of  25  has  proven  to  be  more  efficient  in 
maintenance  under  your  present  volume  of  business;  is 
that  w’hat  you  mean?  A.  Yes.  You  can  leave  hourly 
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mechanics  out.  If  we  consolidate  our  line  maintenance  at 
Burbank — we  are  planning  on  making  a  saving  on  person¬ 
nel  by  the  consolidation  of  line  maintenance. 

w  *  w  *  * 

1330 

•  #  •  •  • 

Cross  Examination 
By  Mr.  Page : 

Q.  Mr.  Slick,  do  you  agree  that  a  certificate  of  con¬ 
venience  and  necessity  conveys  obligations  as  well  as 
privileges?  A.  Absolutely. 

Q.  In  SA-3  and  in  other  exhibits,  and  in  part  of 

1331  your  testimony  yesterday,  you  stated  that  your  pro¬ 
posal  meets  the  particular  needs  of  freight  ship¬ 
pers?  A.  Yes,  sir. 

Q.  That  is  right,  general.  Now,  isn’t  it  a  fact  that  your 
proposed  service  is  designed  rather  to  serve  particular 
shippers,  rather  than  to  serve  the  particular  needs  of 
freight  shippers?  A.  No,  sir,  I  wouldn’t  say  that.  I  be¬ 
lieve  that  our  application  is  based  to  serve  regular  ship¬ 
pers.  I  don’t  think  that  it  is  based  to  serve  the  emergency 
small  package  shipper  of  air  express. 

We  think  this  service  is  already  adequately  being 
handled. 

Q.  I  see.  Would  you  turn  to  SA-6,  page  27?  I  would 
like  to  read  quickly  part  of  the  fourth  paragraph  in  con¬ 
nection  with  your  answer:  “Shippers  of  air  freight  with 
aggregate  shipments  of  more  than  a  specified  minimum 
will  have  available  daily  service  to  all  points  in  the  other 
areas  served  by  Slick  Airways.  Similarly,  shippers  at  de¬ 
mand  points  will  have  such  service  available  when  there 
are  one  or  more  shippers  at  the  same  point  whose  total 
shipment  weight  equals  or  exceeds  the  specified  minimum.” 
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I  would  like  also  to  refer  you  quickly  to  two  other  short 
statements  in  your  exhibits  which  I  feel  are  contrary  to 
the  point  of  view  you  maintain:  page  19  in  the  same  ex¬ 
hibit  is  the  first :  at  the  bottom  of  the  page  it  states  there : 
“Regularly  scheduled  service  will  also  be  made  available  to 
any  shipper  at  any  other  point,  ‘Demand  Point’,  in  the  area 
which  is  within  the  service  area  of  a  suitable  air- 
1332  port;  provided  that  the  aggregate  of  shipments 
offered  at  any  one  time  is  of  sufficient  size  to  justify 
a  stop  at  the  demand  point.  For  initial  operation  it  is  be¬ 
lieved  that  a  minimum  weight  of  1  thousand  pounds  will 
be 1  required  to  justify  a  stop  at  a  demand  point.” 

Now’,  may  I  ask  you:  What  will  you  do  with  the  shipper 
who  has  a  hundred  pounds?  A.  We  feel  that  economi¬ 
cally  it  is  unsatisfactory  to  stop  for  a  hundred  pounds 
at  all  the  demand  points.  We  feel  that  as  to  this  shipper 
of  a  hundred  pounds:  if  there  is  not  an  aggregate  on  be¬ 
ginning  operations  of  over  a  thousand  pounds,  this  ship¬ 
per  of  a  hundred  pounds  can  have  his  shipment  sent  to  a 
principal  point  by  truck  or  feeder  line,  or  by  some  such 
way  as  that. 

Or  else  there  may  be  an  aggregate  of  a  thousand  pounds. 
We  think  that  he  will  be  satisfactorily  served  by  ship¬ 
ping  a  smaller  than  a  thousand-pound  shipment  to  a  princi¬ 
pal  point  for  a  pickup. 

Q.  Satisfactorily  served  by  another  certificated  carrier? 
A.  By  a  feeder  line  or  a  truck  line  or  such. 

Q.  Very  well.  Page  30  of  this  same  exhibit,  if  you 
please. 

The  third  paragraph :  “With  the  area  plan  of  operation 
and  with  the  flexible  schedules  described  on  the  foregoing 
pages,  it  will  be  possible  for  Slick  Airways  to  use  its 
fleet  to  the  best  advantage,  maintaining  high  load  factors 
and  reducing  non-revenue  flying.  It  is  believed  that  an  air- 
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freight  operation  which  is  tied  to  fixed  point-to- 
1333  point  routes  and  schedules  will  be  seriously  handi¬ 
capped  in  reducing  costs  due  to  seasonal  variations, 
normal  traffic  fluctuations,  weather  conditions,  and  other 
variables  that  are  especially  critical  in  airfreight  opera¬ 
tions.” 

Isn’t  it  your  concept  of  a  common  carrier,  Mr.  Slick, 
that  he  must  fly  his  route  regardless  of  profitable  loads, 
weather,  and  other  variables?  A.  Absolutely.  We  want 
to  fly  our  routes  that  we  are  certificated  to  on  an  area 
basis,  regardless  of  the  expense  to  the  company,  if  that 
is  our  obligation. 

However,  we  think  the  shipper  can  best  be  served  by  not 
having  too  many  variables  that  are  going  to  be  expensive 
to  him. 

And  I  think  this  paragraph  right  here  is  one  of  the 
main  points  in  the  whole  area  theory:  advantage  to  the 
shipper.  We  can  give  better  service  and  at  more  reason¬ 
able  rates  because  of  these  facts  brought  out  right  here 
in  this  paragraph. 

Q.  But  that  necessitates,  does  it  not,  a  concentration 
upon  large  shippers,  selectivity  of  customers?  A.  No,  sir. 
We  plan  to  use  freight  forwarders  for  smaller  shippers, 
regular  shippers  combining  loads  to  make  an  aggregate. 

We  have  the  plan  worked  out,  as  stated  in  this  exhibit, 
so  that  all  regular  shippers  that  will  use  air  freight  will  be 
served. 

Q.  By  the  use  of  freight  forwarders  and  consolidators 
and  stockpiling?  A.  That  is  correct. 

Q.  Won’t  the  small  shipper  in  that  case  be  deprived 
of  the  fast  transportation  involved  in  air  freight? 
1334  A.  I  don’t  see  why,  at  all. 

Q.  Isn’t  it  quite  possible  that  he  will  lose,  on 
coast-to-coast  or  north-south  transcontinental  flights,  the 
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next-morning  delivery  so  important  to  this  business?  A. 
I  don’t  see  the  reason  for  that. 

Q.  You  don’t  think  that  that  involves  delay?  A.  No, 
sir,  I  don’t.  I  think  it  would  expedite  the  service  for  the 
small  shipper  to  use  this,  as  in  other  forms  of  transporta¬ 
tion. 

Q.  You  feel,  Mr.  Slick,  that  such  flexibility  in  provid¬ 
ing  transportation  carries  out  the  obligations  of  a  com¬ 
mon  carrier?  A.  Absolutely. 

Q.  Would  you  agree  with  the  statement  that  many  of  the 
non-certificated  carriers  are  asking  for  unrestricted  op¬ 
portunity  to  serve  the  public  need,  but  are  actually  de¬ 
manding  privileges  of  air  transportation,  without  offer¬ 
ing  to  assume  the  obligations  involved  in  common  carriage 
to  the  public?  A.  That  statement  is  exactly  against  our 
principles.  We  want  to  assume  the  responsibilities  of  com¬ 
mon  carriage,  and  I  think  that  in  our  application  we  have 
set  out  that  we  can  assume  the  responsibilities. 

Q.  You  say  that  that  statement  is  exactly  contrary  to 
your  basic  theory?  A.  That  is  correct. 

Q.  You  also  stated,  in  SA-3,  Mr.  Slick,  that  your  ability 
to  meet  the  needs  of  the  air  freight  service  you  outline 
is  shown  by  the  effectiveness  of  your  present  con- 
1335  tract  service?  A.  That  is  correct. 

Q.  I  think  that  is  a  fairly  close  paraphrase  of 
your  language.  It  is  SA-3,  page  4,  the  next-to-last  para¬ 
graph.  A.  I  agree  with  the  statement. 

Q.  Would  you  please  turn  to  SA-6H,  on  page  32?  Yester¬ 
day,  Mr.  Slick,  I  believe  you  said  that  you  contemplated 
no  difficulty  in  complying  appropriately  with  the  eco¬ 
nomic  regulations  on  scheduling.  A.  That  is  correct. 

Q.  Now,  in  Exhibit  just  cited,  you  set  forth  a  quotation 
from  a  study  by  the  Air  Transport  Committee  of  the 
United  Fresh  Fruit  and  Vegetable  Association —  A.  That 
is  correct. 
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Q.  — without  further  identification.  Now,  in  the  para¬ 
graph  numbered  3  of  that  quotation,  if  I  may  read  it: 
“Under  present  conditions,  and  unless  existing  regula¬ 
tions  are  amended  or  revised,  handling  of  perishable  ship¬ 
ments  can  be  performed  advantageously  only  under  non- 
scheduled  operations.”  A.  We  think  that  our  applica¬ 
tion  meets  this  need  and  stays  within  the  requirements  of 
the  Act.  As  to  the  non-scheduled  operations,  right  here  we 
could  insert  “flexible  schedule”,  wdiich  we  definitely  con¬ 
tend  is  a  schedule,  and  which  we  think  will  satisfy  this 
shipper  that  is  quoted  right  in  this  paragraph  3,  and  yet 
stay  within  the  requirements  of  the  Act. 

Q.  You  would  conclude,  then,  that  your  operations  have 
been  effective  in  a  sense  that  is  consistent  with  the 
1336  common  carrier  service  that  you  propose?  A.  Our 
past  operations? 

Q.  Yes,  the  effectiveness  of  your  past  operations.  A. 
No,  I  don’t  think  that  the  scheduled  and  non-scheduled  has 
anything  to  do  with  the  common  carrier  part  of  the  Act. 

We  have  been  non-schedule  up  to  now,  and  I  think  that 
we  can  be  scheduled,  and  a  common  carrier,  and  satisfac¬ 
tory  to  this  shipper  with  our  flexible  schedules. 

Q.  Are  you  perhaps  construing  the  word  “advantage¬ 
ously”,  then,  as  meaning  advantageously  to  the  common 
carrier,  in  that  paragraph?  A.  I  don’t  understand  that 
question. 

Q.  The  gist  of  it  is  that  unless  the  regulations  are 
amended,  bulk  shipments  of  perishables,  which  is  the  basis 
of  the  study,  can  be  performed  advantageously  only  under 
non-scheduled  operation.  A.  I  think  that  the  whole  mean¬ 
ing  of  that  Act  is  that  the  perishable  shipper  has  to  have 
some  of  the  advantages  that  we  bring  out  in  our  applica¬ 
tion. 

Q.  In  SA-3,  you  also  say,  Mr.  Slick,  that  you  have  trans¬ 
lated  your  experience  into  a  detailed  plan  outlined  in  Sec- 
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tion  IV.  Would  you  please  turn  to  SA-35,  which  you  co¬ 
sponsor,  I  believe!  A.  Yes,  Sir. 

Q.  On  pages  262,  263,  and  264, 1  shall  read  some  phrases, 
briefly,  taken  from  those  pages. 

On  262,  at  the  beginning  of  the  last  full  paragraph, 
this  is  with  relation  to  the  detailed  plan :  “Whether 

1337  the  plane  departs  from  the  demand  point  on  days 
when  the  shipper  has  no  need  for  the  service  will 

be  :of  no  concern  to  him.  At  the  same  time  all  shippers 
avoid  penalties  of  delays  and  higher  costs  that  would  re¬ 
sult  from  scheduling  stops  at  demand  points  when  no  traffic 
is  available.” 

Do  you  feel  that  that  indicates  a  detailed  plan  of  opera¬ 
tion  as  a  common  carrier!  A.  I  think  the  detailed  plan 
is  given  in  this  section,  yes,  sir. 

Q.  If  I  may  proceed,  then,  to  the  next  page,  sir,  page 
263,  I  want  to  refer  to  the  short  paragraph  headed  by  the 
word  “Kates”  in  the  middle  of  the  page:  Speaking  of  the 
present  rate  structure,  you  say  it  “is  designed  to  develop 
the  maximum  volume  of  traffic  consistent  with  present 
operating  cost  levels  while  operating  on  a  contract  non- 
scheduled  basis.  When  scheduled  service  is  inaugurated, 
this  structure  will  be  revised  to  make  it  consistent  with 
the  new  type  of  operation  and  with  the  lower  cost  level 
of  an  expanded  operation.” 

I)o  you  state  elsewhere  in  your  exhibits  how  that  struc¬ 
ture  will  be  revised!  A.  I  think  our  proposed  rates  are 
given  elsewhere  in  our  exhibit;  yes,  sir. 

Q.  But  the  sense  of  that  statement  is,  is  it  not,  that 
they  will  be  revised  to  be  consistent  with  the  new  type  of 
operation!  Is  that  carried  out  in  your  total  study  of  rate 
structure!  A.  That  is  correct. 

Q.  One  more  statement,  on  the  next  page,  if  you 

1338  please:  uDef erred  Shipment  Discount :  In  order  to 
increase  load  factors  and  to  provide  a  service  suited 
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to  the  needs  of  shipments  which  require  somewhat  faster 
service  than  surface  transportation  will  provide  but  which 
will  not  move  by  air  at  the  full  rate,  Slick  Airways  pro¬ 
poses  to  offer  a  discount  on  shipments  moving  on  a  de¬ 
ferred  basis.  The  precise  means  of  setting  up  this  de¬ 
ferred  rate  cannot  be  established  until  a  considerable 
amount  of  scheduled  common  carrier  air  freight  operating 
experience  has  been  acquired.”  A.  That  is  right. 

Q.  Mr.  Slick,  is  that  not  an  admission  that  you  will 
have  to  acquire  experience  as  a  common  carrier  before  you 
can  develop  a  detailed  plan  of  operations  and  charges 
to  the  public?  A.  Absolutely  not.  That  is  a  new  plan, 
that  deferred  rate,  and  I  think  we  certainly  are  going  to 
have  several  different  problems  when  we  are  a  common 
carrier  than  we  have  as  a  contract  carrier. 

But  1  think  it  is  a  far-seeing  policy,  that  this  plan  can 
be  worked  in  with  the  common  carrier  basis,  and  I  think  it 
would  be  beneficial  to  the  shipper  and  beneficial  to  our 
company. 

Q.  I  think  that  the  confidence  in  that  proposal  is  ad¬ 
mirable,  but  I  would  like  to  ask  you  a  question  about  it. 
A.  All  right. 

Q.  If  your  deferred  rate  is  tied  here  to  the  time  of  de¬ 
parture,  I  take  it —  A.  The  deferred  rate  is  tied  on 
1339  a  deferred  basis  of  shipment  In  other  words,  we 
plan  to  have  a  stockpile  of  goods  that  couldn’t  pos¬ 
sibly  stand  the  tariff  at  the  regular  rates  to  stand  by  the 
airport  to  fill  up  the  airplanes. 

Q.  Would  this  be  a  fair  example:  A  couple  of  ship¬ 
ments  come  in  on  Monday  for  a  hundred  pounds.  There 
isn’t  a  thousand-pound  maximum  stop  point  there  under 
your  plan  of  operation,  so  that  is  consolidated  with  a  few 
more. 

On  Tuesday  a  shipment  for  five  hundred  pounds  comes 
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in.  Let’s  assume  that  that  five  hundred  pounds  pushes  it 
over  the  mimimum  of  a  thousand  pounds. 

Are  you  going  to  give  the  deferred  rate  to  the  shipper 
who  came  in  that  day  and  goes  right  off  on  the  plane 
load?  A.  Not  necessarily.  The  deferred  rate  is  figures 
for  a  different  type  of  shipment  than  you  bring  out  A 
hundred  pounds,  we  wouldn’t  be  obligated  to  serve  at 
the  demand  points.  If  they  wanted  to  go  on  the  regular 
rates,  it  would  have  to  be  a  thousand-pound  aggregate  or 
else  picked  up  at  a  principal  point 

The  deferred  rate  is  more  or  less  of  a  service  to  just 
have  a  backlog  of  freight  where  you  don’t  guarantee  the 
immediate  delivery  that  you  do  on  the  regular  rates. 

Q.  Would  you  not  have  to  segregate —  A.  I  think  it 
lias  been  used  in  other  forms  of  transportation. 

Q.  Would  not  the  shipper  whose  goods  were  ready  to  go 
with  the  plane  load  on  Tuesday  be  discriminated  against 
by  paying  the  regular  rate?  A.  Absolutely  not.  We  are 
going  to  give  the  people  that  pay  the  regular  rate, 
1340  naturally,  the  first  priority.  That  is  the  reason 
the  deferred  rates  are  given:  no  guarantee  of 
service. 

Q.  Then  the  deferred  rate  consolidations  and  pickups 
by  plane  would  be  by  extra  service,  extra  schedule?  A. 
That  is  how  all  demand  points  are  going  to  be  handled: 
by  extra  service  and  extra  schedule. 

Q.  I  thought  they  were  served  on  a  regular  flight  be¬ 
tween  principal  stations?  A.  They  are,  but  in  excess 
of  the  regular  stops  it  would  be  a  matter  of  a  second  section. 

We  have  a  regular  flexible  schedule  that  goes  to  the 
demand  points,  and  then  if  there  is  any  excess  of  ship¬ 
ments,  if  there  are  peak  shipments,  perishable  shipments 
going  out  of  certain  points,  then  extra  sections  would  be 
put  on. 
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Q.  You  feel  that  an  intelligible  tariff  embodying  in 
simplicity  those  principles,  understandable  to  the  shipping 
public  and  acceptable  to  the  Board,  can  be  devised?  A. 
Absolutely. 

Q.  Let’s  move  on  to  one  more  statement,  then,  if  you 
please:  In  your  SA-3,  you  state  that  you  are  convinced 
that  your  proposed  operation  will  be  financially  sound. 
Actually,  Mr.  Slick,  I  think  you  use  the  phrase  ‘‘financially 
self-supporting.” 

Would  you  prefer  the  phrase  “sound”  to  “self-support¬ 
ing”?  A.  I  don't  see  that  it  makes  a  great  deal  of  dif¬ 
ference. 

Q.  I  mean  to  say  you  contemplate  profit,  and  not  just 
breaking  even?  A.  That  is  right. 

1341  Q.  Would  you  say  that  you  were,  in  making  thi* 
proposal,  seeking  to  skim  the  cream  of  peak  traffic 
potentials?  A.  Absolutely  not.  I  think  we  are  making  a 
proposal  more  for  the  shippers’  convenience  than  anything 
else.  We  think  it  is  necessary  for  the  service  to  have  this 
proposal. 

We  are  serving  demand  points  that  I  don’t  think  other¬ 
wise  would  be  served  immediately. 

We  are  serving  certain  areas  which  are  development 
areas.  We  have  already  spent  a  great  deal  of  money  in 
the  development  of  this  Texas  area.  It  hasn’t  been  im¬ 
mediately  profitable. 

It  will  probably  be  some  time  before  it  is  a  profitable 
operation,  but  the  potential  is  great,  and  we  are  willing 
to  spend  that  money  for  the  development  part  of  this 
business. 

Q.  The  emphasis  in  developing  a  profitable  operation, 
then,  is  put  upon  studies  of  commodities,  seasonal  move¬ 
ments  of  certain  types  of  goods,  and  efficient  service  to 
the  class  of  large  shipper,  would  you  say,  with  whom  you 
have  had  contract  experience?  A.  No,  sir,  I  wouldn’t  say 
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large  shipper.  We  are  going  to  serve  the  regular  shipper. 

Q.  Wouldn’t  you  in  effect  be  avoiding  the  burden  of 
providing  a  service  upon  which  the  public  can  rely  between 
the  same  points  when  the  traffic  market  appears  less  lucra¬ 
tive  or  between  other  points  when  traffic  is  necessary  but 
not  profitable?  A.  No,  sir,  we  wouldn’t.  We  are 

1342  giving  this  service. 

Q.  You  feel  that  your  development  today,  the 
experience  that  you  have  shown,  and  the  huge  and  rather 
staggering  tonnages  that  have  been  developed  on  a  non- 
scheduled  basis — you  feel  that  that  constitutes  success? 

1  believe  you  stated  that  in  various  places  above.  A.  1 
feel  that  it  points  toward  success  very  definitely.  I  think 
it  points  toward  a  potential,  this  unknown  potential,  and 
increased  tonnages  and  costs  come  out  very  well,  with  the 
development  of  this  air  freight,  as  we  feel  it. 

Q.  What  would  you  say  further  in  that  connection  with 
regard  to  the  actual  financial  condition  of  Slick  Airways, 
Mr.  Slick?  A.  I  think  it  is  in  very  strong  financial  con¬ 
dition. 

Q.  That  puzzles  me.  My  brief  analysis  of  the  material 
you  show  would  indicate  that  your  corporate  financial 
position  was  not  only  problematical,  but  anything  but 
successful.  A.  We  have  spent  a  lot  of  money  for  develop¬ 
ment,  and  we  realized  that  we  were  going  to  spend  that 
money.  But  we  think  that  now  we  have  grown  rapidly 
and  shown  a  great  improvement  as  the  months  go  by,  and 
I  think  certainly  with  this  improvement  we  can  attract 
additional  capital. 

I  think  on  paper  we  can  definitely  show  that  it  is  go¬ 
ing  to  be  a  profitable  operation,  and  with  the  past  experi¬ 
ence  that  we  have  had,  we  can  show  it  is  going  to  be  a 
profitable  operation. 

1343  Q.  You  appreciate,  Mr.  Slick,  I  am  sure,  that  in 
asking  these  questions  about  financial  experience, 


1675 


Excerpt#  from  Testimony  of  Earl  F .  Slick 

1  am  concerned  with  the  jurisdictional  requirements  of 
this  proceeding,  in  your  proposal  here  for  a  certificate; 
trying  to  confine  myself  to  the  issues  of  fitness  and  ability 
and  public  convenience  and  necessity? 

Free  enterprise  and  individualism  has  been  the  core  of 
unscheduled  operation.  It  has  not  been  the  core  to  the 
same  degree  of  certificated  operation. 

Therefore  these  questions  are,  I  feel,  pertinent,  and 
I  would  like  to  run  through  them  very  quickly,  if  I  may. 

Will  you  please  turn  to  6G,  page  31?  Now,  it  would  ap¬ 
pear  to  me,  Mr.  Slick,  that  your  losses  have  been  con¬ 
sistent,  heavy,  and  discouraging,  in  relation  to  this 
proceeding.  A.  They  have  absolutely  not  been  discourag¬ 
ing. 

Q.  They  have  not  been  discouraging.  A  good  correction. 
They  have,  however,  been  substantial,  and  I  would  just 
like  to  make  one  or  two  citations  to  the  exhibits,  to  point 
out  that  on  a  profit  and  loss  basis,  certain  features  carry 
quite  a  burden  of  proof  of  proposed  profitable  operation, 
and  that  the  balance  sheet  situation,  secondarily,  is  some¬ 
what  bewildering,  if  you  will  pardon  that  expression. 

In  6G,  you  show  an  interesting  summary  of  compara¬ 
tive  poundages  carried  by  the  non-scheduled  operators, 
not  all  of  them  applicants  in  this  case,  for  the  first  month 
or  two. 

And  I  assume  that  is  based  on  the  returns  filed 
1344  with  the  CAB,  under  Economic  Regulations. 

For  April  and  May  you  indicate  poundage  of 
1,081,000?  A.  That  is  correct. 

Q.  The  return  which  you  filed  with  the  CAB,  Mr.  Slick, 
I  believe  shows  the  following — I  have  the  figures  here, 
and  possibly  you  will  accept  them:  for  the  period  of 
April  and  May,  total  revenue,  $152,374;  total  net  loss, 
$123,463. 
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Other  exhibits  in  this  proceeding  may  comment  on  that, 
and  I  won’t  take  time  now  with  respect  to  the  relation 
of  loss  to  gross  revenue  for  that  period,  sir. 

But  with  regard  to  6G,  I  am  just  interested  in  the  total 
poundage  there.  If  my  arithmetic  is  roughly  accurate, 
$123,000  loss  and  slightly  over  a  million  pounds  carried, 
indicates  for  that  early  period  about  11  cents  a  pound 
loss.  Is  that  roughly  accurate?  A.  Very  possible.  I  don’t 
know  the  figure  exactly. 

Q.  Your  supplemental  financial  statement  of  October  31, 
SA-55,  P&L  statement,  page  2,  gives  further  figures  of 
that  nature,  if  I  may  quickly  cite  them.  A.  Where  are 
you  now? 

Q.  SA-55,  page  2.  That  is  your  supplemental  financial 
statement,  just  distributed. 

I  am  not  going  to  analyze  this,  Mr.  Slick,  but  just  point 
out  two  items. 

Examiner  Cusick:  This  witness  is  not  sponsoring  that 
exhibit,  Mr.  Page. 

The  Witness:  I  will  be  glad  to  testify  on  the  general 
aspect  of  it. 

1345  Mr.  Page:  I  appreciate  that  he  is  not  sponsoring 
the  exhibit,  but  as  president  and  director,  he  spon¬ 
sors  his  general  balance  sheet,  I  assume. 

By  Mr.  Page: 

Q.  I  think  you  show  there  an  operating  loss  per  ton- 
mile  of  7  cents?  A.  That  is  the  “to-date-figure”,  yes,  sir. 

Q.  And  a  per-mile  loss  in  total  operations  to  date  of 
24  cents?  A.  That  is  correct. 

Q.  So  much  for  two  or  three  items  that  indicate  the  dif¬ 
ficulties  of  developing  profitable  experience. 

Now,  may  I  briefly  have  you  look  at  your  balance  sheet 
in  SA-26B,  page  202? 

Just  a  few  facts,  without  analyzing  the  balance  sheet: 
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I  believe  you  stated  yesterday  that  for  the  development 
period  prior  to  May  of  this  year  you  had  an  experimental 
expense  of  $136,203.  At  that  point,  or  shortly  after  that, 
in  J une,  your  charter  was  amended  to  increase  your  capi¬ 
talization;  is  that  correct?  A.  That  is  correct. 

Q.  The  increase  is  from  $2,700,000  to  $5,000,000.  Since 
then :  I  believe  in  SA-25  at  the  top  of  the  page,  first  par¬ 
agraph,  you  say  that  as  of  June  30th  115,500  shares  had 
been  sold  and  issued,  and  since  that  time,  50,313  addi¬ 
tional  shares  have  been  sold  at  par. 

That  constituted  an  increase  in  capital,  Mr.  Slick,  of 
another  $503,000;  correct?  A.  That  is  correct. 
1346  Q.  On  October  9,  the  charter  was  again  amended 
to  provide  for  total  capitalization  of  ten  million 
dollars.  And  on  October  31st,  referring  to  your  supple¬ 
mental  balance  sheet,  SA-55,  page  1,  you  show  $63,000 
in  cash.  Is  that  correct,  sir?  A.  That  is  about  correct. 

Q.  At  the  footnote  of  that  page  1,  you  state  that  dur¬ 
ing  the  past  month  an  unsecured  loan  of  500  thousand 
dollars  was  obtained.  That  constitutes  additional  work¬ 
ing  capital,  does  it  not,  Mr.  Slick?  A.  That  is  correct. 

Q.  In  44C,  merely  for  citation,  you  state  that  in  1950 
your  capital  requirements  will  probably  run  up  to  26  or 
27  million;  is  that  right,  sir?  A.  Approximately,  yes,  sir. 

Q.  Now,  it  is  axiomatic,  is  it  not,  Mr.  Slick,  in  terms 
of  the  Board’s  responsibilities  under  the  Civil  Aeronau¬ 
tics  Act,  that  sound  economic  conditions  in  air  transpor¬ 
tation  are  necessary  to  develop  a  permanent  system? 
A.  That  is  correct.  And  we  believe  that  we  can  have 
very  sound  conditions.  We  have  shown  our  faith,  really, 
in  air  freight,  by  making  this  original  investment  in  de¬ 
velopment  cost. 

Certainly  it  has  been  expensive,  but  we  have  had  a 
lot  of  faith  in  the  future  of  air  freight,  and  it  is  cer¬ 
tainly  working  out  in  that  direction. 
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Q.  1  do  not  question  that  statement  in  any  way,  Mr. 
Slick,  and  I  am  glad  you  make  it.  A.  As  a  matter  of 
fact,  I  might  add  that  if  we  had  been  willing  to 
1347  operate  solely  on  the  New  York,  Los  Angeles,  or 
California  areas,  and  hadn’t  spent  the  development 
money  that  we  have  spent  in  Texas,  we  would  have  been 
in  the  black  for  the  past  several  months. 

Q.  That  seems  to  me  a  somewhat  broad  statement.  A. 
It  has  been  considered  very  carefully.  1  don’t  care  to  go 
into  the  details  of  it,  but  it  certainly  is  indicative  for 
our  figures. 

Examiner  Cusick:  It  may  be  argued  on  brief. 

Mr.  Morris:  Yes,  some  of  these  things  are  a  little 
argumentative. 

Examiner  Cusick:  If  these  things  argue  a  different 
point  of  view,  they  may  well  be  argued  on  brief. 

Mr.  Page:  1  concur,  Mr.  Examiner. 

By  Mr.  Page: 

Q.  To  wind  up  that  line  of  inquiry,  Mr.  Slick:  With¬ 
out  reference  to  your  courageous  and  aggressive  devel¬ 
opment  of  this  business,  but  regarding  the  financial 
results  from  the  standpoint  of  indicating  a  pattern  which 
may  be  successfully  developed  in  connection  with  your 
proposal,  do  you  feel  that  your  operation  history,  finan¬ 
cially,  presages  a  sound  economic  possibility!  A.  Abso¬ 
lutely.  We  have  been  on  a  contract  basis  up  to  the  present 
time.  There  are  many  people  that  have  been  interested 
in  putting  additional  capital  into  this  company.  And 
from  the  facts  that  we  have  had  and  the  experience  that 
we  !  have  had,  I  don’t  think  the  question  of  additional 
capital  would  be  serious. 
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1355 

•  •  •  •  # 

Cross  Examination 
By  Mr.  Bierma: 

Q.  On  page  1  of  your  testimony  distributed  yesterday, 
you  say  that  Slick  Airways  carried  a  little  over  two 
million  ton-miles  of  air  freight  in  October?  A.  That  is 
correct. 

Q.  Has  this  large  volume  of  air  freight  which  you 
handled  been  diverted  from  the  existing  certificated  air¬ 
lines,  or  is  it  primarily  business  that  you  developed? 
A.  I  think  it  is  almost  entirely  business  that  we  developed. 

•  •  •  •  • 

1356 

•  •  *  •  • 

Q.  Bearing  in  mind  the  nature  of  the  traffic  you  han¬ 
dled,  including  such  things  as  perishables,  do  you  think 
you  could  have  developed  this  traffic  if  you  had  used 
combination  passenger  and  cargo  planes?  A.  I  don’t 
think  you  could  have  developed  it  in  the  same  airplane, 
no;  not  one  that  was  carrying  passengers  and  freight. 

Q.  Would  you  say  that  your  cargo  service  would  have 
suffered  if  you  had  also  been  required  to  carry  passen¬ 
gers  in  those  cargo  planes?  A.  Absolutely.  Very  much  so. 

•  •  •  •  • 

1357 

•  •  •  •  • 

Q.  I  was  asking  you  to  explain  why  you  didn’t  intend 
to  get  into  the  passenger  business.  The  reason,  as  I  was 
asking  you,  is  because  you  felt  the  air  freight  business 
would  be  self-sustaining  and  economical?  A.  That  is 
correct.  I  think  we  can  do  a  better  job  if  we  confine  our- 
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selves  to  those  activities  and  make  it  self-sustaining 
and  economical. 

*  #  #  *  • 

1359 

Cross  Examination 
By  Mr.  Seamon: 

Q.  Mr.  Slick,  a  few  questions  with  reference  to  your 
application:  You  are  requesting  authorization  to  serve 
areas  in  the  United  States?  A.  That  is  correct. 

Q.  And  you  want  the  authorization  to  serve  every 
point  within  each  one  of  those  areas;  is  that  correct? 
A.  That  is  correct.  Any  point  within  those  areas. 

Q.  In  other  words,  by  a  demand  point,  you  mean  any 
and  every  city  within  the  area  that  you  want  to  serve 
which  has  an  airport  and  which  might  have  a  thousand 
pounds  of  traffic  to  originate?  A.  That  is  correct.  Or  a 
destination  of  a  thousand  pounds. 

Q.  I  see.  Nowt,  I  assume  that  you  recognize,  and  the 
company  policy  recognizes,  the  fact  that  if  you  are  cer¬ 
tificated  in  common  carrier  or  scheduled  operations  for 
a  \vhile,  you  are  going  to  have  to  make  changes  as  expe¬ 
rience  dictates?  A.  Yes,  sir,  we  are.  We  are  going  to 
have  to  make  minor  changes. 

Q.  In  other  w’ords,  you  may  find  that  the  thousand 
pounds  should  be  increased  to  two  or  three  thousand 
pounds;  is  that  right?  A.  I  think  we  would  be  more 
likely  to  find  that  it  would  be  decreased  when  different 
types  of  equipment  become  available. 

Q.  There  will  be  variations  one  way  or  another? 

1360  A.  Possiblv  there  will  be,  and  thev  will  have  the 
approval  of  the  Board  before  they  are  made. 

Q.  Do  you  contemplate  that  the  thousand-pound  limi¬ 
tation  will  be  placed  in  the  certificate  that  is  issued  you? 
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A.  I  think  it  is  within  the  discretion  of  the  Board  to  set 
whatever  they  feel  would  best  serve  the  public. 

Q.  You  mean  you  want  the  Board  to  tell  you,  in  the 
authorization  that  you  are  asking,  how  much  freight  will 
have  to  be  consolidated  at  a  point  before  you  will  be 
required  to  serve  it?  A.  No,  sir.  We  have  set  this  thou¬ 
sand  pounds,  that  we  think  is  the  most  economical  and 
most  beneficial  to  the  shipper,  the  combination  of  the  two. 

And  if  the  Board  sees  fit  to  change  that  or  has  reason 
to  change  it,  that  would  be  up  to  them. 

Q.  And  that  would  be  your  proposed  tariff  provision? 
A.  Y"es,  sir. 

Q.  Now,  do  you  conceive  that  you  would  receive  an 
exclusive  franchise  between  these  areas?  A.  Absolutely 
not. 

Q.  In  other  words,  other  air  cargo  companies  would  be 
operating  between  various  areas?  A.  Yes,  sir. 

Q.  W’hether  on  a  point-to-point  or  an  area-to-area 
basis?  A.  That  is  for  the  Board  to  determine. 

Q.  Based  upon  your  own  experience  in  air  cargo,  is  it 
your  opinion  that  there  is  a  need  for  more  than  one  area 
between  these  various  areas  in  which  you  are  in- 
1361  terested?  A.  Yes,  sir,  I  believe  that  it  would  be 
in  the  public  interest  to  have  several  carriers  in 
these  areas. 

Q.  If  the  Board  should  issue  Slick  a  certificate  merely 
between  the  California  district  and  the  Eastern  district, 
would  you  accept  that  authorization?  A.  Yes,  sir,  I 
believe  we  would. 

Q.  Could  you  operate  it  profitably?  A.  Yes,  sir,  I 
believe  we  could. 

Q.  On  a  scheduled  basis?  A.  Yes,  sir. 

Q.  Now,  without  any  specific  computation,  can  you  say 
generally  what  is  the  size  or  the  length  or  the  breadth 
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of  your  area?  Let’s  take  the  California  area.  A.  I  don’t 
exactly  know  in  miles. 

Mr.  Morris:  That  is  set  out  in  various  exhibits;  not 
in  mileage,  but  on  maps. 

Mr.  Seamon:  Yes,  I  was  just  wondering  if  he  could 
state  approximately. 

The  Witness :  1  believe  a  scale  is  given  on  these  maps. 
I  am  not  sure,  but  1  could  figure  it  out. 

By  Mr.  Seamon: 

Q.  But  for  example,  from  Sacramento  to  El  Centro, 
w'hieh  are  the  northern  and  southern  extremes  of  the 
California  area,  how’  much  mileage  is  that,  approxi¬ 
mately?  A.  Your  guess  is  probably  as  good  as  mine.  I 
would  say  it  is  five  hundred  miles  or  so. 

Examiner  Cusick:  Those  two  points  are  both  certifi¬ 
cated  points  and  can  be  easily  computed  from  the  mileage 
book.  I  presume  the  mileage  book  will  be  stipulated 
1362  into  the  record. 

By  Mr.  Seamon: 

Q.  Have  you  made  any  studies,  or  is  there  indicated 
in  your  exhibits  the  mileage  which  would  be  involved  in 
flying  from  a  principal  point  to  the  extreme  demand 
points  in  the  area?  A.  We  have  certainly  considered 
that  in  our  cost  study  on  our  dry  hauls  and  non-revenue 
flying.  There  is  a  percentage  allowed  for  that  flying. 

I  don’t  know’  whether  there  is  the  exact  mileage  from 
a  principal  point  to  the  farthest  demand  point  or  not, 
but  I  am  sure  that  one  of  the  witnesses — the  other  wit¬ 
nesses — can  give  you  that  information. 

Q.  Then  there  will  be,  to  the  extent  that  the  demand 
point  which  may  generate  a  thousand  pounds  of  business 
is  a  distance  from  your  principal  or  base  point,  a  certain 
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amount  of  non-revenue  flying  which  must  be  considered? 
A.  I  don’t  think  it  would  be  entirely  non-revenue.  Prob¬ 
ably  there  would  be  a  part  of  a  load  put  on  there  at  the 
principal  point,  and  your  load  factor  would  be  going  to 
the  demand  point. 

However,  we  chose  these  areas,  with  that  concept  very 
well  in  mind:  to  keep  it  a  self-sustaining  operation. 

In  your  California  area,  we  have  the  two  principal 
points  of  Los  Angeles  and  San  Francisco.  So  the  San 
Francisco  principal  point  would  serve  Sacramento,  and 
the  Los  Angeles  point  would  serve  El  Centro. 

Q.  Did  you  know  or  did  you  consider  the  amount  of 
additional  mileage  that  would  be  involved  in  your 
1363  area-to-area  operation  by  flights  off  the  direct — 
A.  Yes,  sir,  that  is  figured  in  the  cost  study. 

Q.  You  don’t  know  to  what  extent  it  affects  those  fig¬ 
ures?  A.  Mr.  Dunlap  will  testify  as  to  that. 

Q.  Now’,  in  operating  your  contract  or  cargo  service, 
you  have  found  certain  handicaps  in  the  proper  develop¬ 
ment  of  air  freight,  didn’t  you?  A.  I  would  say  being 
a  contract  carrier  has  limited  us  to  a  great  extent. 

Q.  And  would  one  of  the  very  potent  factors  be  that 
you  were  not  able  to  operate  fixed  schedules?  A.  I 
think  that  also  had  something  to  do  writh  it. 

Q.  Isn’t  that  a  very  important  factor  in  the  proper 
generation  of  traffic  from  a  freight  point  of  view?  A. 
I  think  you  should  hold  out  a  schedule,  and  I  think  also 
you  should  be  a  common  carrier.  That  is  why  we  applied 
for  this  certificate. 

Q.  I  don’t  want  to  get  into  the  legal  implications  of 
this,  Mr.  Slick,  but  just  the  practical  manifestations  of 
freight  generation:  Hasn’t  your  experience  been  that 
unless  you  can  offer  a  dependable,  regular  service  to 
shippers,  you  are  going  to  find  it  very  difficult  to  develop 
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traffic?  A.  I  think  there  has  to  be  a  certain  amount  of 
regularity,  yes,  sir.  I  don’t  believe,  as  I  said  yesterday, 
that  it  has  to  be  down  to  the  minute,  like  the  passenger 
carriers  and  their  schedule;  but  I  think  there  definitely 
has  to  be  a  degree  of  regularity. 

1364  Q.  Let's  understand  each  other  on  that.  I  think 
you  misunderstand  my  point.  I  don’t  mean  a  split- 
second  schedule.  But  haven’t  you  found  it  essential  in  the 
proper  generation  of  traffic,  from  the  standpoint  of  air 
freight  carriage — 

Mr.  Peyser:  I  object  to  this,  Mr.  Examiner.  He  is  re¬ 
peating  and  arguing  with  the  witness. 

Mr.  Seamon :  I  am  not  arguing  with  the  witness. 

Examiner  Cusick.  I  think  you  can  repeat  and  re-word 
that  question:  Ask  the  witness,  “Has  it  been  his  exper¬ 
ience”  if  you  so  desire. 

Mr.  Seamon:  Let  me  make  one  preliminary  statement. 
I  was  not  arguing  with  the  witness.  I  am  merely  point¬ 
ing  out  that  I  think  the  witness  misunderstood  my  thought 
as  to  what  a  scheduled  service  was. 

I  don’t  mean  to  imply,  Mr.  Slick,  that  it  requires  split- 
second  passenger  schedules.  My  whole  question  is  directed 
to  this:  Hasn’t  your  experience  shown  that  in  order  to 
generate  substantial  air  traffic,  the  shipper  must  be  ac¬ 
corded  regular  dependable  service? 

Now,  whether  that  is  at  a  certain  hour  of  the  day  or 
half-hour  of  the  day,  it  still  requires  a  regular  service. 

The  Witness:  I  think  I  understand  your  question.  I 
think  definitely  a  shipper  wants  to  know  when  his  stuff 
is  going  to  leave  and  when  it  will  arrive. 

By  Mr.  Seamon: 

Q.  And  he  wants  to  know’  that  those  schedules  will  be 
regularly  available  to  him,  doesn’t  he?  A.  If  that  is  his 
demand  for  service,  I  think  he  does. 


1685 


Excerpts  from  Testimony  of  Earl  F.  Slick 

1365  “Q.  And  don’t  you  think  it  is  rather  important, 
in  the  very  generation  of  traffic  to  new  cities  in 

affording  that  service,  that  a  regular  or  dependable  serv¬ 
ice  be  made  available?  A.  Yes,  sir.  That  is  why  we  ap¬ 
plied  for  it  in  that  way. 

Q.  But  the  service  that  you  are  going  to  render  to  every 
point  other  than  your  principal  points  in  the  area  will 
be  available  only  when  there  is  a  certain  minimum  of 
traffic  at  that  point;  is  that  right?  A.  That  is  correct. 

Q.  And  if  I  am  a  shipper  with  five  hundred  pounds  at 
a  demand  point,  T  don’t  know  whether  there  will  be  a 
schedule  going  out  of  that  point  until  I  see  you,  do  I?  A. 
We  don’t  propose  to  serve  the  shipper  -with  five  hundred 
pounds.” 

Q.  Are  you  going  to  maintain  any  ground  facilities, 
equipment,  or  personnel,  at  your  demand  points?  A.  Yes, 
sir.  The  plan  for  operation  is  laid  out  in  our  Exhibit,  and, 
as  I  said  yesterday,  we  initially  intend  to  have  agents  and 
ground  facilities  and  personnel  using  local  airport  people 
in  initial  operation. 

Q.  These  are  at  the  demand  points?  A.  Yes,  sir. 

Q.  Every  demand  point?  A.  I  think  that  we  will  have 
arrangements  made  at  every  demand  point. 

1366  Q.  That  means  every  point  in  every  area  that  has 
an  airport  that  your  planes  can  go  into?  A.  That 

is  right. 

Q.  How  have  you  contemplated  making  arrangements 
for  pickup  and  delivery  at  your  demand  points?  A.  That 
is  also  brought  out  in  exhibit.  We  will  work  with  local 
truckers  on  that.  As  a  matter  of  fact,  the  local  trucking 
company  might  act  as  our  agent. 

Q.  Now,  at  page  2  of  your  prepared  statement,  the  middle 
paragraph  of  that  page,  there  is  a  reference  to  two  alter¬ 
natives  which  a  company  could  follow. 

One  is  to  operate  on  a  small  scale  without  substantial 
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losses,  and  the  other  is  to  undertake  large  expenses  and 
to  incur  possibly  heavy  liabilities?  A.  That  is  right. 

Q.  You  took  the  second  course?  A.  That  is  correct. 

Q.  You  don't  mean  to  imply  by  that  that  merely  because 
you  have  invested  large  sums  of  money  in  this  enterprise, 
you  are  in  a  preferred  position  to  be  considered  for  a 
certificate,  do  you?  A.  No,  sir.  I  think  it  depends  upon 
on  a  company’s  fitness,  willingness,  and  ability,  as  to  the 
receiving  of  a  certificate. 

Q.  And  by  the  same  token,  you  wouldn’t  mean  to  infer 
that  a  company  that  undertook  the  first  alternative,  if  it 
were  otherwise  fit,  willing,  and  able,  and  applied  its  opera¬ 
tions  to  cargo  service,  should  be  penalized  by  the 
1367  fact  that  it  did  not  have —  A.  No,  sir,  not  at  all. 

Q.  If  you  know,  Mr.  Slick,  is  there  any  place  in 
your  present  exhibits  which  would  show  the  percent  of 
non-revenue  flying  which  you  have  experienced?  A.  That 
will  be  available  to  you.  Mr.  Dunlap  will  testify  as  to  that. 

Q.  That  is  not  now  in  the  exhibits?  A.  I  am  not  cer¬ 
tain.  It  is  not  in  the  part  that  I  sponsor. 

Q.  With  reference,  again,  to  the  demand  point,  and  this 
limitation,  which  you  have  designated  as  one  thousand 
pounds,  do  you  consider  that  that  will  apply  not  only  to 
originating  shipments  but  also  to  shipments  destined  for 
that  particular  demand  point?  A.  Yes,  sir,  pickup  or 
delivery. 

Q.  In  other  words,  irrespective  of  how  far  a  particular 
demand  point  is,  within  the  area,  from  vour  ultimate  point 
of  destination,  if  there  are  a  thousand  pounds  aboard  that 
plane  destined  for  a  point,  you  are  going  to  go  down  to 
that  point,  even  if  it  means  “dead-heading”  back  to  one 
of  your  bases  or  principal  points?  A.  Yes,  sir. 

Q.  Has  any  particular  basis  been  set  forth  in  calculat¬ 
ing  the  percent  of  non-revenue  mileage  you  are  going  to 
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operate?  Or  do  you  know?  A.  Yes,  sir,  it  is  set  forth 
in  our  cost  study,  as  presented  in  this  exhibit. 

Q.  I  understand  that  there  is  a  figure;  I  believe  it  is 
4.7  per  cent.  What  I  am  inquiring  of  you  is  as  to 

1368  whether  or  not  the  basis  for  arriving  at  that  4.7 
per  cent,  if  that  is  the  figure,  is  set  forth  in  the 

exhibit?  A.  I  am  not  sure  of  that.  Mr.  Dunlap  will  testify 
as  to  that.  But  I  know  on  our  present  operations  it  has 
been  much  on  the  same  basis,  and  it  hasn’t  exceeded  that 
very  much. 

#  #  #  •  • 

Cross  Examination 
By  Mr.  Lear : 

Q.  Mr.  Slick,  I  would  like  to  ask  you  a  couple  of  ques¬ 
tions  about  your  area  theory  of  service.  As  I  understand 
the  use  of  the  term  “demand  point,”  you  mean  that  to  desig¬ 
nate  a  point  at  which  you  will  pick  up  or  deliver  one  thou¬ 
sand  pounds  or  more  of  air  freight;  is  that  correct?  A. 
That  is  correct. 

Q.  Now,  those  demand  points  will  vary,  will  they  not? 
A.  No,  I  think  every  point  in  the  area  that  has  adequate 
port — airport — facilities  within  range  might  be  considered 
a  demand  point. 

They  might  become  principal  points,  as  we  develop. 

.  Q.  You  have  applied  for  certain  demand  points  in  your 
application;  that  is  correct,  isn’t  it?  A.  We  have  applied 
for  any  point  within  the  area. 

Q.  And  after  you  began  operating  under  a  certificate 
of  convenience  and  necessity,  if  there  were  additional 
demand  points  developed,  is  it  your  thought  that 

1369  you  would  have  to  amend  your  application?  A. 
No,  there  can’t  be  any  additional  demand  points. 

Every  point  within  the  area  is  a  demand  point  that  is  not 
a  principal  point,  if  it  has  adequate  airport  facilities. 
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Q.  And  that  includes  only  the  named  points;  is  that 
correct?  A.  No,  sir,  not  the  named  points.  In  this,  it 
says  “among  which  are  the  following  points.” 

I  believe  that  is  the  language  used  in  the  exhibit  here. 
But  it  is  every  point  within  that  area  that  has  adequate 
airport  facilities. 

Q.  It  includes  every  point  within  the  area  designated; 
is  that  right?  A.  That  is  correct. 

Q.  Now,  suppose  you  were  operating,  say,  in  Fresno, 
California?  A.  Yes,  sir. 

Q.  That  is  a  demand  point,  is  it  not?  A.  Yes,  sir. 

Qi  You  expect  to  pick  up  and  deliver  agricultural  perish¬ 
ables  primarily  from  that  point?  A.  That  is  correct. 

Q..  In  carrying  your  operations,  would  you  set  up  a  pick 
up  and  delivery  service  at  Fresno?  A.  Yes,  sir,  I  imagine 
that  would  be  arranged  for  if  the  shipper  himself  did  not 
want  to  perform  that  service. 

Q.  And  you  would  hire  personnel  to  carry  on  your  opera¬ 
tions  during  the  agricultural  season?  A.  Usually  the  agri¬ 
cultural  shippers  perform  that  service.  He  likes  to 
1370  load  the  airplane  himself,  and  he  has  facilities  at 
the  airport.  However,  we  would  have  personnel  and 
whatever  equipment  it  took  to  perform  this  service  ade¬ 
quately. 

Q.  Is  it  your  thought  that  you  would  have  warehousing 
facilities  at  the  airport?  A.  As  stated  in  the  exhibit,  we 
have  been  planning  to  use  air-cooled  trailers,  to  move 
around  as  agriculture  moves  up  and  down  the  area. 

Q.  After  you  have  set  up  these  facilities,  suppose  the 
season  comes  to  an  end;  what  are  you  going  to  do  with 
that  personnel? 

Axe  you  going  to  fire  them  or  transfer  them  to  another 
point?  A.  As  I  said,  if  the  shipper  didn’t  perform  that 
sendee,  we  would  either  have,  as  we  explained  in  our  ex- 


1689 


Excerpts  from  Testimony  of  Earl  F.  Slick 

hibit  also,  a  roving  salesman  to  handle  the  sales,  as  the 
shipments  moved  back  and  forth  across  the  area. 

And  on  loading  personnel,  we  would  probably  hire  some 
local  outfit  to  perform  that  mission,  among  other  duties. 
It  wouldn’t  be  a  full-time  job  at  alL 

Q.  But  there  would  be  considerable  fluctuations  in  the 
number  of  your  personnel?  A.  I  don’t  think  so.  Not  of 
our  permanent  people  at  all. 

Q.  You  would  just  transfer  them  from  one  point  to 
another?  A.  I  think  we  would  have  local  people  perform 
the  service;  as  long  as  there  was  a  local  condition  that 
existed  say,  at  Fresno,  I  think  we  would  have  local 
1371  people  perform  the  service  for  us. 

Q.  How  much  notice  do  you  intend  to  give  the 
shipper  that  you  are  going  to  discontinue  operations  at  a 
demand  point?  A.  We  aren’t  going  to  discontinue,  as  long 
as  the  need  is  there. 

Q.  Supposing  there  comes  a  time  when  there  is  no  need! 
A.  Then  the  shipper  wouldn’t  have  to  be  notified,  because 
he  wouldn’t  need  it. 

Q.  Suppose  that  you  were  operating  into  Fresno,  and 
a  farmer  wants  to  haul  seven  hundred  pounds  of  straw¬ 
berries  to  New  York,  and  he  has  been  delivering  seven 
hundred  pounds  every  day  to  your  airport.  And  a  few 
other  farmers  are  also  delivering  seven  hundred  pounds. 

So  that  you  have  a  total  of,  say,  three  thousand  pounds 
moving  every  day  out  of  Fresno.  Then  all  of  the  farmers 
except  one,  namely,  the  one  that  is  shipping  seven  hundred 
pounds,  decides  that  they  no  longer  need  the  service;  in 
other  words,  the  season  is  coming  to  an  end.  Are  you 
going  to  notify  the  man  that  has  been  used  to  sending 
seven  hundred  pounds,  or  is  he  going  to  just  find  out  some 
day  that  you  are  not  doing  that  any  longer?  A.  That  has 
all  been  coordinated  with  the  salesman  or  the  agent  that 
is  acting  in  our  behalf. 
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Q,  Do  you  presently  provide  any  pickup  and  delivery 
service?  A.  We  do. 

Q.  Under  contract?  A.  With  local  companies. 

1372  Q.  I  call  your  attention  to  page  221,  Exhibit  SA-29. 
'  The  statement  is  made  that:  “Salary  and  wage  levels 

compare  favorably  with  other  air  transportation  opera¬ 
tors.” 

I  notice  at  page  206 — I  realize  you  don’t  sponsor  this 
exhibit,  but  just  to  lay  the  groundwork  for  another  ques¬ 
tion — general  officers  and  executives  have  drawn  a  total 
of  $2700  for  the  period,  January  4,  1946  through  January 
30,  1946. 

Does  that  account  include  you  and  the  vice-president? 
A.  I  don’t  draw  a  salary. 

Q.  I  see.  Which  of  vour  principal  executives  did  draw 
a  salary?  A.  Mr.  Urschel  doesn’t  draw  a  salary.  He  and 
I  don’t  draw  salaries. 

Q.  And  the  rest  do?  A.  That  is  correct. 

Q.  Are  the  salaries  of  your  principal  executives  set  forth 
anywhere  in  your  exhibits? 

I  was  unable  to  find  them.  A.  I  don’t  know  whether 
they  are  individually  or  not. 

Mr.  Lear:  Could  we  have  a  breakdown  on  that,  Mr. 
Examiner? 

Examiner  Cusick:  Well — 

Mr.  Peyser:  Mr.  Examiner,  I  intended  to  ask  for  com¬ 
plete  salaries  for  those  shown  in  Exhibit  27. 

Mr.  Morris:  We  would  prefer  not  to  give  that  and  won’t 
give  it  unless  it  is  required. 

Mr.  Lear:  Mr.  Examiner,  I  am  not  too  much  con- 

1373  cerned  with  the  amount  that  Mr.  Slick  and  others 
have  drawn  as  executives  up  to  this  time,  but  I 

would  like  to  have  a  breakdown  of  what  they  intend  to 
draw. 
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The  Witness :  It  is  in  the  cost  study. 

Examiner  Cusick:  I  think  that  is  material,  not  for  the 
past  operations,  but  for  the  proposed. 

The  Witness:  It  is  in  the  cost  study,  and  there  is  al¬ 
lowed,  I  think,  ten  or  twelve  thousand  dollars  for  the 
president. 

Mr.  Morris:  I  think  it  is  broken  down  in  the  projection. 

Mr.  Lear :  I  would  like  to  see  that,  Mr.  Examiner. 

Examiner  Cusick:  Will  you  indicate  that,  please? 

Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

It  is  understood,  Mr.  Morris,  that  there  will  be  another 
witness  who  will  be  better  able  to  answer  this  question  as 
propounded  by  Mr.  Lear? 

Mr.  Morris:  That  is  right.  We  will  get  a  better  witness 
on  the  stand  for  that. 

By  Mr.  Lear : 

Q.  As  to  the  allowance  for  the  salaries  of  executives,  set 
forth  in  your  exhibit:  When  will  these  executives  start 
drawing  the  salaries  set  forth?  A.  I  don’t  know  that  I 
will  ever  draw  a  salary.  It  is  up  to  me,  I  think. 

Q.  Are  you  under  any  contract  with  the  company  to 
offer  your  services  for  nothing?  A.  I  am  acting 
1374  as  president,  and  have  been  elected  by  the  board 
of  directors. 

Q.  And  if  you  were  killed  or  died  or  resigned,  you  would 
expect  it  to  carry  on  just  the  same,  as  a  corporation?  A. 
Absolutely. 

Q.  And  you  would  expect  it  to  pay  the  president  some¬ 
thing?  A.  It  is  in  this  cost  study  on  page  302:  general 
officers,  six  of  them,  42  hundred  dollars  a  month. 

Q.  And  is  that  allowance  for  salary  to  begin  when  you 
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receive  the  certificate?  A.  Provisions  are  made  for  it.  I 
am  not  saying  it  is  going  to  start  then. 

Q.  Have  you  filed  a  tariff  with  the  Civil  Aeronautics 
Board?  A.  I  think  in  the  comments  on  non-scheduled 
regulations,  we  did  give  them  a  price  book. 

Q.  What  do  you  mean  by  a  “price  book”?  A.  Our  differ¬ 
ent  charges  for  different  weights. 

Mr.  Lear:  Do  you  have  a  witness  available  to  testify 
on  tariff  questions? 

Examiner  Cusick:  Mr.  Morris? 

Mr.  Morris:  I  think  Mr.  Slick  can  testify  generally 
about  it.  Let’s  see  what  you  want. 

By  Mr.  Lear: 

Q.  You  realize,  Mr.  Slick,  do  you  not,  that  as  a  common 
carrier,  you  would  be  required  to  transport  anything  that 
a  shipper  offered  unless  your  tariff  provided  other- 
1375  wise?  A.  That  is  correct. 

Q.  Do  you  have  any  limitation  on  the  cubic  meas¬ 
urement  of  shipments  at  the  present  time?  A.  Yes,  sir. 
In  our  contracts  we  do. 

Q.  Your  contracts  with  individual  shippers?  A.  Yes, 
sir. 

Q.  And  you  would  incorporate  those  into  an  air  freight 
tariff  if  you  were  certificated?  A.  Yes,  sir,  there  would 
be  certain  restrictions  in  the  air  freight  tariff,  depending 
upon  the  type  of  airplane  being  used. 

Q.  Do  you  have  any  provision  for  shipments  which  are 
not  acceptable?  A.  What  do  you  mean  by  that?  We  have 
a  provision  for  illegal  shipments  of  explosives  and  several 
other  things. 

Q.  Are  those  all  set  forth  in  your  contract?  A.  Yes, 
sir. 

Mr.  Lear:  May  we  go  off  the  record? 
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Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

As  a  result  of  an  off-the-record  discussion,  it  was  agreed 
that  Slick  Airways  would  furnish,  within  ten  days  after 
the  close  of  the  hearing,  two  copies  of  a  typical  contract 
between  Slick  Airways  and  various  shippers. 

Proceed,  Mr.  Lear. 

Mr.  Lear :  Just  one  or  two  more  questions. 

By  Mr.  Lear : 

Q.  As  to  your  present  operation,  Mr.  Slick,  does 
1376  your  company  now  operate  between  fixed  points? 

A.  It  operates  very  much  on  the  same  principles 
that  we  are  applying  for;  I  would  say  on  an  area  theory. 

Q.  Do  your  present  schedules  operate  between  fixed 
points?  A.  We  don’t  have  any  schedules  at  present. 

Q.  Approximately  what  frequency  do  you  operate  be¬ 
tween,  say,  New  York  and  Los  Angeles?  A.  It  changes 
daily  and  weekly.  Some  nights  there  are  three  shifts, 
some  nights  two,  some  times  four,  out  of  Los  Angeles  or 
‘Frisco.’ 

Q.  And  you  have  never  had  any  experience  operating 
between  fixed  points,  regular  bases?  A.  These  planes 
operate,  naturally,  between  New  York  and  California. 
However,  they  do  make  stops  at  what  we  consider  in  our 
application  as  demand  points,  to  pick  up  and  discharge 
cargo. 

Q.  Have  you  had  any  experience  in  operating  on  a  regu¬ 
lar  basis,  say,  once  a  day?  A.  We  are  operating  more 
than  that  now. 

We  are  operating  nine  hours  a  day  per  airplane,  and 
we  have  ten  airplanes,  so  we  are  operating  fairly  fre¬ 
quently. 
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Q.  Between  what  points?  A.  New  York  and  California 
and  New  York  and  Texas. 

Q.  Any  particular  points  in  New  York  and  California? 
A.  They  terminate  in  New  York  City,  in  Newark,  and  they 
terminate  in  Los  Angeles  and  San  Francisco. 

However,  they  operate  at  points  in  between  those  cities 
also;  demand  points. 

1377  Q.  I  don’t  want  to  belabor  this  point,  but  I  do 
want  the  record  clear.  This  is  my  question:  Have 

you  had  any  experience  in  operating  between,  say,  New 
York  City  and  Los  Angeles  only?  A.  Considerable.  Some 
flights  only  go  between  New  York  and  Los  Angeles;  other 
flights  stop  at  other  points  within  our  areas. 

Q.  And  you  do  not  believe  it  wmuld  be  feasible  to  ope¬ 
rate  between  fixed  points  only:  is  that  correct?  A.  I 
think  it  would  be  very  feasible  as  far  as  the  operation  is 
concerned. 

I  think  the  shipper  would  better  be  served  by  having 
the  area  theory  rather  than  the  point-to-point  system. 

Examiner  Cusick :  I  would  like  to  have  that  cleared  up 
a  little  more;  I  wasn’t  quite  clear  on  it  myself,  Mr.  Slick: 
Have  you  operated  any  schedules  to  California  other  than 
San  Francisco  and  Los  Angeles? 

The  Witness:  Yes,  sir,  very  many. 

Examiner  Cusick:  Other  cities  in  the  California  area? 
The  Witness:  Yes,  sir. 

*  •  *  •  • 

1378 

«  •  •  •  • 

Cross  Examination 
By  Mr.  Stimson: 

Q.  Mr.  Slick,  has  the  application  of  March  2nd  for 
Slick  Airways  been  amended?  A.  I  think  there  have  been 
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several  amendments.  I  think  the  City  of  Sacramento  was 
added  to  the  California  area.  And  I  think  Dayton,  or 
maybe  Toledo — I  think  perhaps  just  Dayton  was  added  to 
the  Midwest  Area. 

Q.  Mr.  Slick :  What  I  am  getting  at  is  this :  This  is  the 
only  Slick  application  that  I  have.  I  am  somewhat  curious 
about  your  area  concept,  because  as  I  read  this  applica¬ 
tion  there  is  no  exact  way  for  the  Board  to  determine 
exactly  where  the  limits  of  an  area  are  fixed.  A.  It  is 
brought  out,  I  think,  in  our  exhibit,  sir,  by  counties  for 
each  area.  It  is  very  clearly  defined. 

Q.  I  see.  Then  I  am  correct  in  understanding  that  any 
point  lying  within  any  of  those  counties  which  compose 
an  area  is  to  be  a  demand  point  ?  A.  Or  a  principal  point. 

Q.  Or  a  principal  point.  Now,  are  the  cities 
1379  named  as  terminals  or  co-terminals  principal  points? 

A.  I  would  have  to  have  a  copy  of  that  application. 
I  don’t  believe  that  all  of  them  are  in  our  initial  operation. 

Q.  Well,  for  example,  here  in  the  Middle  West,  there 
is  an  industrial  area,  and  in  the  original  application  you 
filed,  I  find  St.  Louis,  Missouri,  Peoria,  Chicago,  Illinois, 
Milwaukee,  Detroit,  Indianapolis,  South  Bend,  and  Toledo, 
named  as  terminals  or  co-terminals.  A.  In  our  final  form, 
as  we  present  it  in  this  exhibit,  I  don’t  believe  they  are 
all  principal  points. 

Q.  Now,  as  I  understand  it  from  your  exhibits,  your 
contract  operations  that  you  have  been  presently  conduct¬ 
ing  have  more  or  less  followed  the  same  route  pattern 
as  the  system  for  which  you  apply?  A.  That  is  correct. 
We  have  been  flying  the  most  direct  route  possible  with 
the  flyable  weather. 

Q.  And  as  to  the  Midwest  and  the  East?  A.  Practical¬ 
ly  we  have  confined  our  operations  to  the  areas  we  have 
applied  for. 
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Q.  In  the  contract  operations  that  you  have  conducted 
so  far,  who  have  been  your  chief  competitors  for  freight 
business?  A.  I  think  most  of  the  applicants  in  this  case 
have  been. 

Q.  How  about  the  intervenors  in  this  case?  A. 
138-0  We  did  have  some  competition  with  American  Air 
Lines  contract  division. 

Q.  Any  other  presently  certificated  airline?  A.  Not  on 
a  great  scale,  that  I  know  about. 

*  •  •  #  * 

1381  Q.  Now,  in  the  event  that  a  temporary  certifi¬ 
cate  were  to  be  issued  to  Slick  Airways,  what  in 
your  opinion  should  be  the  minimum  period  for  such  a 
certificate?  A.  That  is  of  course  up  to  the  Board  to  deter¬ 
mine  in  the  public  interest,  but  I  think  five  years  would 
be  a  very  reasonable  date. 

#  •  •  *  • 

1384  Q.  So  that  the  airplane  has  got  to  serve  commu¬ 
nities  located  more  than  350  miles  apart?  A.  I 

think  that  is  the  main  attraction  of  air  freight  right  now; 
this  long  distance  hauling. 

Q.  Now,  I  am  correct,  Mr.  Slick,  in  understanding  that 
you  propose  no  intra-area  service,  but  only  area  to  area? 
A.  That  is  correct 

•  *  •  •  • 

1385 

#  •  •  •  • 

Cross  Examination 
Bv  Mr.  Gribbon: 

Q.  Mr.  Slick,  I  am  looking  at  Exhibit  SA-6A,  page  20, 
the  schematic  diagram  of  your  service.  What  is  the  signi- 
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ficance  of  naming  certain  cities  within  the  area?  A.  That 
is  just  to  locate  the  area,  to  show  you  more  definitely  the 
boundaries  of  the  area. 

Q.  You  are  asking  the  Board  for  no  greater  operating 
rights  at  any  one  of  these  named  cities  than  at  any  city 
within  that  area  that  isn't  named  ?  A.  We  are  asking  for 
anv  eitv  within  that  area  that  isn’t  named;  and  city  in 
that  area. 

Q.  Any  city,  named  or  unnamed  ?  A.  That  is  correct. 

Q.  Are  you  asking  the  Board  to  designate  certain  of 
these  cities  as  principal  points?  A.  "We  have  designated 
some  in  our  application  as  principal  points. 

Q.  Do  you  desire  the  Board  in  its  certificate  to  designate 
certain  cities  as  principal  points?  A.  It  is  up  to  the 
Board,  I  think,  in  public  convenience. 

Q.  Would  it  make  any  difference  in  your  operations  if 
certain  of  the  cities  are  named  as  principal  points 
1386  and  the  others  are  not?  A.  It  would  make  a  differ¬ 
ence.  We  would  give  service  without  any  minimum; 
at  any  point.  We  intend  to  expand  our  principal  points 
as  cargo  increases  in  these  cities. 

Q.  Would  you  consider  you  had  a  higher  obligation  to 
provide  service  to  a  city  so  designated  as  a  principal 
point?  A.  That  is  right.  We  would  go  in  there  without 
any  minimums. 

Q.  What  would  be  the  measure  of  your  obligation  to 
provide  service  to  a  city  that  is  not  designated  as  a  prin¬ 
cipal  point?  A.  Demand  points,  we  plan  to  service  with 
a  thousand  pounds,  pickup  or  delivery. 

Q.  And  the  Board  will  have  no  control  over  the  sched¬ 
ules  which  you  operate  into  those  demand  points?  A.  We 
certainly  have  to  give  adequate  service. 

Q.  Whether  you  are  giving  adequate  service  or  not, 
would  depend  upon  your  own  judgment,  in  the  premises, 
wouldn’t  it? 
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Mr.  Morris:  If  the  Examiners  please,  that  calls  for  a 
legal  conclusion.  All  certificated  carriers  have  to  conform 
to  certain  minimal  requirements  of  public  service. 

I  am  objecting  to  that  which  calls  for  a  legal  conclusion 
by  this  witness.  We  all  know  that  all  common  carriers 
have  to  meet  minimum  requirements  laid  down  by  regula¬ 
tory  bodies. 

If  they  don’t  they  very  soon  hear  from  the  regulatory 
bodies.  So  we  don’t  assume  that  Slick  would  be  free  of 
that  same  type  of  requirement. 

But  it  is  a  legal  question  and  hardly  proper  for 
1387  this  witness. 

Mr.  Gribbon :  My  purpose  in  asking  that  question 
was  to  further  explore  the  two  types  of  service  that 
Slick  Airways  proposes  here,  as  to  how  that  fits  into 
the  common  carrier  concept  of  providing  service. 

Mr.  Morris:  I  have  no  objection  to  any  question  that 
deals  with  the  anticipated  character  of  the  service,  but 
not  as  to  the  legal  requirements. 

I  don’t  believe  that  is  quite  proper. 

Mr.  Gribbon :  I  didn’t  ask,  or  at  least  I  didn’t  intend  to 
ask,  Mr.  Morris,  whether  he  thought  he  would  be  satisfy¬ 
ing  the  Board,  but  just  what  Mr.  Slick  thought  of  his 
obligation  to  provide  service  to  these  points. 

Mr.  Morris:  No  objection,  then. 

The  Witness:  I  think  definitely  we  would  be  obligated 
to  serve  it  if  it  was  granted  in  our  certificate,  and  we  plan 
to  do  so. 

By  Mr.  Gribbon: 

Q.  You  have  stated,  I  believe,  that  the  provision  of  a 
regular  dependable  service  has  been  important  in  the 
development  of  your  contract  business.  Would  you  think 
that  the  provision  of  such  a  service  would  be  more  or  less 
important  in  the  development  of  a  common  carriage  busi¬ 
ness?  A.  I  think  it  is  important  in  both. 
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Q.  There  would  be  no  difference  in  the  degree  of  impor¬ 
tance?  A.  I  think  that  in  a  common  carrier  service  we 
plan  to  offer  schedules.  We  have  both  fixed  and  flexible 
schedules,  which  are  really  in  essence  definite  sched- 

1388  dules.  And  we  plan  to  hold  that  out  to  the  public. 

Q.  By  “in  essence  definite  schedules”  you  mean 
they  are  schedules  if  a  shipper  at  a  given  point  desires 
to  ship  a  thousand  pounds?  A.  That  is  right. 

Q.  And  if  he  can  make  arrangements  with  you  by  a 
reservation  system  which  you  have  established,  to  have  you 
send  a  plane  through  his  city?  A.  We  are  going  to  try 
to  make  it  not  too  difficult  for  him  to  make  the  reserva¬ 
tions. 

Q.  As  it  is  contemplated  now,  a  reservation  is  required 
for  any  shipper  in  a  demand  point?  A.  We  can’t  tell,  if 
he  doesn’t  say  something,  that  he  wants  to  ship;  that  is 
correct.  He  will  be  in  a  reservation  system,  more  or  less. 

Q.  Will  it  be  substantially  different  from  the  passenger 
reservation  system  presently  in  effect  on  many  airlines? 
A.  I  think  we  would  be  able  to  give  a  little  more  defi¬ 
nite  answer  a  little  sooner. 

Q.  What  is  there  about  the  air  freight  business  whereby 
you  could  give  this  definite  answer  sooner?  A.  On  thou¬ 
sand-pound  shipments  we  have  a  system  worked  out  for 
thirty  days’  reservation.  We  keep  check  on  all  areas,  and 
I  think  the  freight  shipments  are  going  to  be  larger. 

They  are  not  going  to  be  so  small  as  the  passenger — 
they  are  going  to  be  on  a  volume  basis. 

Q.  Your  position  is  that  by  restricting  your  reser- 

1389  vations  to  shippers  who  want  to  ship  a  thousand 
pounds  or  more,  you  will  have  an  easier  time  mak¬ 
ing  reservations?  A.  No,  that  is  not  at  all  our  position. 
We  think  this  is  adequate  service,  and  it  is  the  only  way 
it  can  be  put  on  an  economical  self-sustaining  basis. 

Q.  Do  you  think  that  there  are  any  regular  shippers 
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who  ship  in  iess-than-thousand-pound  lots?  A.  Absolute¬ 
ly.  And  we  intend  to  take  care  of  them  through  freight 
forwarders  and  consolidators. 

Q.  And  do  you  know  whether  freight  forwarders  and 
consolidators  serve  any  cities  that  have  an  airport  within 
the  areas —  A.  No,  we  intend  to  have  an  agent  perform 
such  services  for  us  in  each  of  those  cities. 

Q.  And  that  agent  will  be  paid  solely  by  you?  A.  That 
is  correct.  Probably  it  might  not  be  a  full-time  job. 

Q.  "What  authority  will  he  have  to  make  reservations? 
A.  Just  like  all  of  our  salesmen;  he  will  request  space. 

Q.  He  would  have  to  clear  through  a  central  control 
system  for  every  shipment  offered?  A.  That  is  correct. 

Q.  And  he  of  course  will  be  limited  to  thousand-pound 
shipments  also?  A.  No.  No,  he  can  consolidate.  The  ag¬ 
gregate  shipments  equal  a  thousand  pounds;  not  a  single 
shipment. 

Q.  You  propose  to  have  your  own  agent  consolidating? 
A.  That  is  correct ;  in  some  cases,  and  not  in  all  cases. 
1390  Examiner  Cusick:  In  what  cases  would  he  con¬ 
solidate?  I  would  like  that  cleared  up  a  little  more. 

The  Witness:  It  would  depend  on  what  the  need  is.  If 
we  had  an  agent  that  could  adequately  do  this  service,  he 
would  probably  do  it  at  demand  points.  If  we  didn’t,  we 
would  probably  hire  some  other  agency  to  do  it  for  us. 

By  Mr.  Gribbon : 

Q.  What  rates  will  this  consolidator  offer  to  the  vari¬ 
ous  shippers  whose  shipments  he  is  consolidating?  A. 
Well,  we  have  our  proposed  rates  here.  There  will  be  no 
discrimination  in  rates. 

Q.  Will  he  offer  Slick  Airways  rates,  or —  A.  A  con¬ 
solidator  will — 

Q.  — offer  the  Slick  Airways  rate?  A.  That  is  right. 

Q.  So  that  the  smaller  shippers  in  the  cities,  where  you 
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have  your  own  service,  will  receive  a  lesser  rate  than  will 
the  shippers  who  have  to  ship  through  outside  consolida¬ 
tors  in  other  cities?  A.  No,  T  think  those  who  ship 
through  consolidators  pay  for  the  service  of  consolidat¬ 
ing.  They  don’t  have  the  benefits  of  getting  less-than- 
planeload  rates. 

They  pay  the  actual  shipping  charge  on  a  consolidated 
shipment. 

Q.  The  shipper  who  ships  through  a  consolidator  pays 
a  consolidator  for  his  services?  A.  A  consolidator  fee 
service.  That  is  correct. 

Q.  So  he  pays  a  rate  different  from  that  which  you 
would  pay  if  you  took  his  shipment?  A.  He  pays 
1391  a  fee  for  the  consolidation;  yes,  sir. 

Q.  Now,  when  your  agent  performs  this  consolida¬ 
tion  service,  I  understood  you  to  say  that  he  would  offer 
the  Slick  Airways  rate.  A.  That  is  correct.  He  will. 
There  will  be  no  benefit  in  the  consolidation;  for  that 
matter,  he  won’t  get  a  lower  rate  for  a  higher  volume. 

Q.  There  will  be  no  benefit  in  the  consolidation?  A. 
Not  to  the  shipper,  no,  sir. 

Q.  If  the  shipper  couldn’t  get  the  consolidation  effected, 
he  couldn’t  get  the  service,  could  he?  A.  Not  unless  there 
was  a  thousand  pounds;  that  is  correct. 

Q.  Isn’t  that  a  benefit?  A.  No  benefit  in  rates. 

Q.  But  a  benefit  in  service?  A.  That  is  right. 

Q.  For  which  a  shipper  ordinarily  pays  a  consolidator? 
A.  That  is  right.  And  he  would  pay  in  our  case. 

Q.  Do  you  see  any  difficulty  in  operating  both  as  a  com¬ 
mon  carrier  and  as  a  consolidator?  A.  We  don’t  intend 
to  operate  as  a  consolidator  when  the  volumes  are  great. 
In  a  demand  point  the  volumes  probably  won’t  be  great. 
And  it  is  only  at  that  time  that  we  intend  to  act  as  a 
consolidator. 
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Any  agent  could  very  adequately  handle  both  services, 
I  feel  sure. 

Q.  You  see  no  conflict  in  your  obligations,  if  you  were 
to  perform  the  obligation  of  both  common  carrier 

1392  and  consolidator?  A.  It  is  just  an  additional  serv¬ 
ice.  That  is  all  it  amounts  to.  And  if  the  volume 

is  not  great,  I  think  we  can  adequately  perform  it. 

Q.  Would  you  prefer  that  the  Board  did  not  designate 
principal  points?  A.  It  makes  no  difference  to  us.  We 
have  suggested  what  we  think  is  a  good  plan.  If  the 
Board  sees  fit  to  alter  this  plan  in  public  convenience,  then 
we  would  accept  it. 

Q.  And  your  plan  is  that  you  would  be  permitted  to 
provide  whatever  service  you  decided  is  necessary  between 
any  city  and  any  area?  A.  No,  sir,  we  outlined  the  serv¬ 
ice  that  we  propose  in  this  plan :  to  all  cities. 

Q.  At  vour  discretion,  a  city  such  as  Detroit  could  cease 
to  become  a  demand  point  ?  A.  No,  sir,  we  name  the  cities 
that  we  intend  to  be  principal  points. 

Q.  But  unless  the  Board  were  to  designate  principal 
points  in  your  certificate —  A.  I  think  very  likely  they 
will  designate  principal  points  in  our  certificate. 

Q.  Your  plan  does  not  propose  that?  A.  I  wouldn’t  say 
that  at  all. 

Q.  I  may  be  wrong,  but  I  understood  you  to  say —  A. 
We  outlined  the  cities  right  here  that  we  suggest  for 
principal  points.  And  we  expect  these  to  be  designated  by 
the  Board.  But  if  they  have  other  cities  that  they 

1393  feel  should  be  principal  points,  that  would  be  up  to 
their  discretion. 

Q.  But  you  do  feel  that  within  an  area  it  should  be  up 
to  you  to  say  when  a  city  is  to  become  a  demand  point 
and  becomes  a  principal  point?  A.  We  can  really  auto¬ 
matically  make  it  so;  just  an  additional  service  into  that 
city. 
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However,  we  expect  to  operate  within  the  rules  of  the 
Board,  and  any  approval  the}7  want  on  these  things  we 
certainly  will  give. 

Q.  You  will  be  glad  to  comply  as  necessary?  A.  Yes, 
sir. 

Q.  By  that  same  token,  you  can  make  a  principal  a 
demand  point,  can’t  you?  A.  No,  sir.  We  haven’t  said 
that  at  any  place  in  our  application.  We  said  occasionally 
demand  points  will  become  principal  points  after  the  serv¬ 
ice  required  increases.  That  is  the  only  alteration  we 
expect  in  our  certificate. 

Q.  You  feel  that  those  cities  you  have  selected  as  prin¬ 
cipal  points  have  an  assured  volume  of  traffic?  A.  That 
is  correct. 

Q.  And  that  you  don’t  want  as  principal  point  any  city 
that  doesn’t  have  an  assured  volume  of  traffic?  A.  We 
think  it  would  be  uneconomical  to  the  shipper  to  serve 
points  where  it  would  be  costly  to  us  and  the  rates  would 
reflect  back  to  the  shipper.  We  propose  adequate  service 
to  the  shipper  on  these  demand  points,  and  at  minimum 
points,  and  this  is  the  way  we  figure  is  the  most  economical 
way  to  give  this  service. 

1394  Q.  In  your  experience  as  a  contract  carrier,  what 
have  you  found  to  be  the  most  important  method  of 
extending  your  service  to  a  new  group?  A.  That  is  a 
hard  question  to  answer.  I  don’t  quite  understand  it. 

Examiner  Cusick :  Mr.  Gribbon,  could  you  re-frame  that 
question? 

Mr.  Gribbon:  Yes.  I  will  be  glad  to. 

By  Mr.  Gribbon : 

Q.  If  you  were  proposing  the  development  of  a  new 
area,  or  a  new  city,  what  would  be  your  method  of  develop¬ 
ing  service  in  that  city?  A.  I  think  shipper  education 
probably  is  more  important  within  that  city. 
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Q.  Shipper  education?  A.  That  is  correct. 

Q.  And  that  would  be  accomplished  by  hiring  a  local 
agent  to  educate  the  people  to  air  freight?  A.  Well,  in 
our  plan  and  our  exhibit  we  state  that  we  intend  to  have 
roving  salesmen  and  local  agents.  I  think  the  combina¬ 
tion  of  the  two,  plus  a  certain  amount  of  educational  adver¬ 
tising,  would  be  the  solution  to  it. 

Q.  Do  you  know  of  any  better  method  than  by  provid¬ 
ing  an  actual  schedule?  A.  We  intend  to  do  that. 

Q.  Within  the  thousand-pound  limitation?  A.  That  is 
correct. 

Q.  In  your  experience,  are  there  regular  shippers  below 
a  thousand  pounds  that  need  to  be  educated?  A.  Certain¬ 
ly;  I  think  so. 

1395  Q.  And  how  will  they  receive  shipper  education 
in  your  demand  cities?  A.  Well,  we  think  this 
volume  will  build  up  to  a  thousand  pounds,  where  there 
is  a  real  need  and  demand  through  the  consolidation.  If 
there  are  smaller  shippers,  the  total  will  equal  a  thousand 
pounds. 

Q.  You  feel  that  the  demand  will  generate  itself  with¬ 
out  the  provision  of  schedules?  A.  I  think  with  the  sched¬ 
ules  offered,  it  will. 

•  i  •  i  • 
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Herbert  Lindscog 
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By  Mr.  Stimson: 


Q.  Before  Slick  Airways  was  in  existence,  did  you  use 
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air  freight  for  shipments  coming  to  your  store  from  New 
York?  A.  I  don’t  believe  there  was  any  air  freight — 

Q.  Or  air  express?  A.  Air  express,  I  think,  from  the 
standpoint  of  cost,  would  possibly  be  prohibitive;  plus  the 
fact  that  to  my  knowledge  there  w*as  no  one  at  that  time 
that  could  give  us  any  sort  of  dependable  service. 

*  *  #  •  • 

Cross  Examination 
By  Mr.  Lear : 

•  #  #  •  # 

1416 

*  *  *  *  ♦ 

Q.  Could  you  give  any  percentage  of  goods  you  received? 
A.  I  would  venture  as  an  opinion  that  possibly  20  per  cent 
of  what  we  get  out  of  New  York  and  New  England  comes 
by  air  freight  by  Slick. 

*  •  *  •  * 
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•  *  *  •  • 

Cross  Examination 
By  Mr.  Bierma: 

Q.  There  is  a  certificated  service,  isn’t  there,  between 
New  York  and  San  Antonio?  A.  If  there  is,  they  haven’t 
been  very  persistent  in  calling  on  us  and  explaining  what 
they  have  to  offer. 

Q.  Did  they  ever  solicit  any  of  your  business?  A.  To 
my  knowledge,  no. 
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Charles  Hanavan 

*  •  •  •  • 

1419 

•  #  •  •  • 

Cross  Examination 
By  Mr.  Stimson: 

Q.  Have  you  had  at  any  time  occasion  to  ship  corpses 
by  air  prior  to  your  dealings  with  Slick?  A.  Never  did. 

Q.  Who  suggested  the  shipment  by  air?  Did  you  think 
of  it?  A.  I  was  attracted  to  it  by  Pierce  Brothers  in  Los 
Angeles.  They  are  a  large  mortuary  there.  They  have 
eleven  establishments.  And  in  our  trade  journal  they  were 
advertising  the  shipment  of  remains  by  air,  not 

1420  specifying  any  line.  So  I  got  in  touch  with  the 
Slick  Airways.  And  it  resulted  in  the  sending  of 

those  three  or  four  bodies. 

Q.  You  didn’t  contact  any  other  air  carriers  in  connec¬ 
tion  with  that?  A.  No,  I  never  heard  of  any  others.  I 
can  assure  you,  in  fact,  that  there  are  none  in  San  Antonio 
that  handle  such. 

•  •  •  #  • 

1422 

•  •  •  •  • 

A.  Schwaderer 

•  •  •  •  • 

1423 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Stimson : 

Q.  Mr.  Schwaderer,  prior  to  the  time  Slick  Airways 
came  into  existence,  did  you  use  the  so-called  air  express 
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service  provided  by  the  certificated  lines?  A.  Very, 
1424  very  seldom. 

Q.  Why  was  that?  A.  Well,  went  into  this  air 
freight  business  more  or  less  due  to  the  economical  rates. 
That  was  the  main  factor.  And  of  course,  speed  also. 

Q.  Did  you  find  any  difference  in  the  type  of  service  that 
Slick  was  able  to  render,  as  distinguished  from  that  pro¬ 
vided  by  the  certificated  lines?  A.  You  mean  air  express? 

Q.  Yes.  A.  Well,  we  have  as  good  or  better  service  by 
Slick. 

Q.  And  what  do  you  mean  by  that?  A.  Well,  we  get 
from  Los  Angeles  overnight,  and  that  is  all  we  can  expect, 
and  it  is  all  we  need. 

Q.  And  when  you  have  used  air  express,  you  have  not 
gotten  overnight  service?  A.  Sometimes  we  did,  and 
sometimes  we  did  not. 

Q.  But  you  couldn’t  rely  on  it?  A.  That  is  right. 

•  *  •  •  • 
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•  •  •  •  • 

1427 

•  •  *  •  • 


Cross  Examination 
By  Mr.  Gribbon: 

Q.  Looking  again,  Mr.  Slick,  at  the  map  in  your  ex¬ 
hibits  at  page  20,  Exhibit  6A,  would  you  say  that  the  princi¬ 
pal  points  which  you  have  selected  there  are  those  points 
from  which  the  volume  traffic  in  the  near  future  is  as¬ 
sured?  A.  1  would  say  there  is  a  great  deal  of  traffic  out 
of  those  points,  in  and  out. 

Q.  The  traffic  out  of  those  points  is  assured;  it  will  need 


1708 


Excerpts  from  Testimony  of  Earl  F.  Slick 

little  development  ?  A.  We  have  already  done  a  great  deal 
of  development  which  will  help  that  traffic.  I  think  the 
development  will  have  to  continue. 

Q.  It  will  have  to  continue?  A.  That  is  right. 

Q.  And  then,  taking  the  second  group  of  cities,  those 
that  are  named  on  this  exhibit,  which  are  not  principal 
points,  what  is  their  status,  so  far  as  development  of  vol¬ 
ume  traffic  is  concerned?  A.  I  think  an  aggressive  policy 
is  going  to  have  to  be  made  at  all  points  for  the  develop¬ 
ment  of  traffic.  It  doesn’t  just  come  to  you.  You  develop  it. 

Q.  There  is  no  difference,  then,  between  the  status  of 
these  cities  and  that  of  the  rest  of  the  cities  in  the  area 
selected?  A.  I  think  it  is  going  to  take  a  develop- 
1428  ment  program,  yes,  sir. 

Q.  Would  there  be  a  difference  in  the  degree  of 
development  necessary?  Are  these  the  cities  that  are  most 
likely  to  develop  volume  traffic  first?  A.  The  principal 
points  are ;  yes,  sir. 

Q.  I  mean  those  cities  you  have  named  other  than  the 
principal  points.  A.  Not  necessarily,  no,  sir.  They  were 
just  made  for  reference,  as  I  explained  this  morning. 

Q.  If  the  Board  would  certificate  you  as  you  request, 
would  the  Board  have  any  greater  assurance  that  the  points 
other  than  the  principal  points  which  you  name  receive 
service?  A.  We  have  our  plan  outlined  in  the  exhibit  on 
how  they  will  receive  service ;  yes,  sir. 

Q.  There  is  no  greater  assurance  that  those  points  will 
receive  service  than  there  is  that  an  unnamed  point  such 
as  Springfield,  Missouri,  will  receive  service?  A.  It  is 
where  the  public  need  is  that  we  will  serve ;  yes,  sir. 

Q.  You  feel  that  these  points  you  have  named  here  are 
those  where  there  is  a  public  need?  A.  I  think  they  are 
principal  points,  and  I  think  there  is  a  public  need  at  all 
demand  points.  It  is  not  as  great  at  present,  but  I  think 
it  will  be  developed. 
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Q.  Is  there  a  greater  need  in  the  demand  points  you 
have  named  than  in  those  you  haven’t  named  ?  A.  In  some 
cases ;  yes,  in  some  cases,  no.  They  were  named  for 

1429  reference,  as  I  said. 

Q.  For  reference?  A.  Yes,  sir. 

Q.  For  example,  South  Bend:  What  does  that  refer  to? 
A.  It  shows  the  area;  it  just  locates  the  area,  more  than 
anything  else,  as  I  explained  this  morning. 

Q.  But  those  cities  have  no  greater  assurance  of  a  sched¬ 
ule  than  do  unnamed  cities?  A.  I  think  there  are  some 
unnamed  cities  that  have  just  as  much  potential  as  the  ones 
that  are  named. 

Q.  And  all  of  these  cities,  these  demand  cities,  you  feel 
will  require  strenuous  development  of  traffic.  A.  I  think 
they  will  all  require  very  aggressive  development ;  yes,  sir. 

Q.  But  a  development  short  of  providing  a  regular 
schedule.  A.  No,  sir,  we  will  provide  a  regular  schedule. 
Our  flexible  schedule  is  set,  and  our  operations  plan.  You 
can  discuss  it  in  more  detail  with  Mr.  Dunlap,  but  the  plane 
on  a  flexible  schedule  is  going  to  be  flown  if  there  is  a  need 
for  that  service,  and  it  can  take  off  and  land  and  provide 
the  service. 

Q.  You  mean  when  you  include  a  demand  point  on  the 
schedule,  it  ceases  to  be  a  flexible  schedule  and  becomes  a 
regular  schedule?  A.  Not  necessarily  every  day. 

Q.  There  is  a  difference  between  your  flexible  schedule 
and  your  regular  schedule?  A.  There  is.  It  might  stop 
at  several  demand  points. 

1430  Q.  Won’t  that  be  a  flexible  schedule  that  they  are 
receiving?  A.  It  is  a  flexible  schedule.  That  is 

what  we  said:  we  are  going  to  serve  the  demand  points, 
but  it  is  an  available  schedule  to  the  shipper. 

Q.  It  is  an  available  schedule  but  not  a  regular  dependa¬ 
ble  schedule.  A.  It  is  regular  and  dependable  if  the  need 
is  there. 
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Q.  And  the  need  is  determined  by  a  shipper  who  desires 
to  ship  a  thousand  pounds  ?  A.  That  is  correct. 

Q.  Now,  must  that  shipper  desire  to  ship  the  thousand 
pounds  in  the  same  direction?  Take  an  individual  at  South 
Bend.  He  has  a  thousand  pounds  shipment  to  go  out.  Five 
hundred  pounds  is  to  California  and  five  hundred  pounds 
is  to  the  New  York  area.  Will  you  serve  him?  A.  Yes, 
sir.  We  could  pick  it  up  and  ship  it  to  Chicago  and 
trans-load. 

Q.  You  will  have  a  trans-shipment  at  Chicago?  A.  Of 
five  hundred  pounds.  The  ship  will  be  going  in  one  direc¬ 
tion,  and  if  the  shipper  desired,  we  could  serve  the  other 
five  hundred. 

Q.  But  if  there  is  a  total  shipment,  regardless  of  which 
direction  it  goes,  you  will  pick  it  up?  A.  If  it  is  con¬ 
venient  to  shipper,  yes,  sir. 

Q.  How  do  you  mean,  “If  it  is  convenient  to  the  shipper”? 
A.  Well,  if  he  desires  to  have  the  delay  of  going  to  Chicago 
and  back  over  to  New  York. 

1431  Q.  You  will  charge  him  full  rate  for  that?  A. 
We  will  charge  him  our  approved  tariff ;  yes,  sir. 

Q.  Will  the  approved  tariff  be  based  on  the  Great  Circle 
mileage  between  the  point  of  origin  and  the  point  of  des¬ 
tination?  A.  I  think  it  will;  yes,  sir. 

Q.  You  will  have  a  deadhead  or  a  loss  operation  for 
that  part  of  the  journey  that  you  have  to  undertake  to 
trans-ship?  A.  Possibly. 

Q.  Has  that  been  figured  into  your  load  factor?  A.  I 
think  that  we  have  taken  a  general  overall  picture.  I  think 
the  instance  you  bring  up  there  is  the  exception  instead 
of  the  rule. 

And  we  have  based  all  our  studies  on  as  conservative  a 
plan  as  we  can,  and  left  room  for  all  contingencies  that  we 
could  see  at  the  time. 

Q.  You  have  testified  previously  that  operationally  you 
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are  providing  essentially  the  same  service  today  as  you 
hope  to  provide  when  you  get  the  certificate!  A.  We  have 
served  areas  on  a  more  or  less  area  theory  on  a  contract 
basis.  That  is  quite  a  lot  different  than  what  we  hope  to 
provide  as  a  common  carrier. 

Q.  Well,  what  advantages  of  operation  would  you  receive 
if  you  received  a  certificate  such  as  you  have  requested 
here?  A.  We  have  been  very  limited  operating  on  a  con¬ 
tract  basis.  We  haven’t  been  able  to  follow  the  aggressive 
campaign  of  selling  that  we  really  desire  to  under  a 
1432  common  carrier  basis. 

Q.  You  mean  you  have-'  not  developed  traffic  to 
the  extent  that  you  would  like  to  if  you  were  permitted  to 
as  a  common  carrier?  A.  Yes,  sir.  We  have  been  limited, 
as  a  contract  carrier. 

Q.  Now,  more  specifically,  what  kind  of  a  limitation? 
What  has  hindered  your  operation?  A.  Holding  out  to 
the  general  public,  principally. 

Examiner  Cusick:  Mr.  Gribbon,  this  was  covered  once 
before,  yesterday.  This  is  a  duplication  of  questions.  The 
same  material,  and  practically  the  same  answers,  if  we 
read  the  transcript,  will  be  found  to  be  there  yesterday. 

Mr.  Gribbon:  I  don’t  recall  that,  Mr.  Examiner. 

Examiner  Cusick :  Did  you  not  cover  that  in  your  cross 
examination?  Mr.  Page? 

Mr.  Page:  To  some  extent,  Mr.  Examiner. 

Mr.  Gribbon:  I  wanted  him  to  point  out  specifically 
how  he  would  better  be  able  to  hold  himself  out  to  the  public 
as  a  common  carrier  than  as  a  contract  carrier. 

Examiner  Cusick:  Proceed,  but  be  careful  as  to  the 
duplication  of  questions. 

Mr.  Gribbon:  Yes,  sir.  I  am  trying  to  be  careful. 

Examiner  Cusick:  Is  there  a  question  pending? 

(Reporter  reads  last  question  and  answer) 
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Q.  Have  you  spent  money  on  publicity?  A.  We  have 
spent  some  money  on  educational  advertising. 

Q.  Now,  how  do  you  distinguish  between  educa- 

1433  tional  advertising  and  holding  out  to  the  public?  A. 
Well,  our  operation  has  been  distinguished  directly 

from  holding  out  to  the  public.  We  haven’t  accepted  public 
shipments,  and  we  have  tried  to  encourage  the  whole  princi¬ 
ple  of  air  freight,  although  at  present  we  are  not  able  to 
serve  the  public  adequately  in  that  respect. 

Q.  A  shipper  in  San  Antonio  calls  you  up  and  says  he 
has  some  goods  he  wants  you  to  move  to  New  York :  do  you 
turn  him  down?  A.  Occasionally;  yes,  sir. 

Q.  And  occasionally  you  will  take  the  shipment?  A.  I 
would  say  it  would  be  the  exception  instead  of  the  rule; 
we  are  shipping  on  long-term  contracts. 

Q.  What  determines  whether  you  will  take  such  a  ship¬ 
ment  or  you  will  turn  it  down?  A.  Occasionally  if  we 
have  shipments  running  on  a  contract  basis,  when  contracts 
have  already  been  sold  we  will  accept  a  spot  shipment. 
But  I  would  say  95  per  cent  of  all  shipments  have  been  on 
long-term  contract. 

Q.  What  is  a  long-term  contract?  What  length  of  period 
do  you  consider  as  “long”?  A.  I  think  the  usual  length 
of  the  contract  is  60  or  90  days ;  something  like  that. 

Q.  Sixty-nine  days?  A.  60  or  90  days. 

Q.  Do  you  operate  between  any  cities  with  any  degree 
of1  regularity  at  the  present  time?  A.  We  operate  with 
the  regularity  that  is  necessary  to  serve  the  contracts  that 
we  have.  It  varies  from  day  to  day  and  we  can  say,  week 
to  week. 

1434  But  as  to  the  contracts  that  are  outstanding,  we 
operate  with  regularity  to  serve  them. 

Q.  How  regularly  do  you  serve  traffic  between  Dallas 
and  New  York?  A.  As  I  say,  it  varies.  Some  days  we 
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don’t  have  any  flight.  Some  days  we  have  one  or  more 
flights. 

Mr.  Morris :  I  think  this  has  all  been  pretty  well  covered 
by  Mr.  Page. 

Mr.  Gribbon :  I  didn’t  hear  that. 

Examiner  Cusick:  Mr.  Morris  stated  that  he  thought  this 
had  all  been  covered  by  Mr.  Page  in  his  cross  examination 
of  this  witness. 

Mr.  Morris :  It  is  hard  to  screen  out,  of  course,  but  much 
of  it  seems  to  be  duplication. 

Mr.  Gribbon:  We  have  heard  some  talk  on  the  restric¬ 
tions  to  the  operation  this  applicant  has  carried  on  in  the 
past.  I  believe  it  would  be  helpful  and  would  answer  any 
inquiries  I  have  if  we  could  have  an  equipment  routing 
chart,  showing  where  their  flights  went,  the  degree  of  reg¬ 
ularity  between  different  cities,  for,  say,  the  month  of 
October. 

Examiner  Cusick:  Would  that  shorten  the  cross  exam¬ 
ination? 

Mr.  Gribbon:  Could  you,  Mr.  Slick,  provide  it  for  the 
record — 

Examiner  Cusick:  Would  that  shorten  your  cross  ex¬ 
amination  if  that  could  be  furnished  as  a  supplemental 
exhibit? 

Mr.  Gribbon:  As  a  supplemental  exhibit,  with 
1435  time  to  look  at  it,  yes. 

Mr.  Morris:  I  am  sure  we  couldn’t  provide  it  in 
time  for  him  to  look  at  it  and  then  cross  examine  Mr.  Slick 
on  it,  because  I  know  it  would  be  a  task  which  would  take 
several  days.  I  don’t  believe  it  is  a  feasible  undertaking. 
We  have  typical  scheduling  plans  for  the  future  in  here, 
but  to  work  out  something  like  that  historically  would  take 
a  good  while. 

Examiner  Cusick :  And  this  is  mostly  based  on  the  past 
operations  of  Slick.  I  don’t  believe  it  goes  too  much  to 


1714 


Excerpts  from  Testimony  of  Earl  F.  Slick 

the  materiality,  here,  in  view  of  the  fact  that  it  is  not  based 
on  what  is  proposed  by  Slick. 

Mr.  Gribbon:  Mr.  Examiner,  Slick  has  used  its  past 
operations  to  prove  two  points :  first,  that  it  is  fit,  willing 
and  able  to  provide  the  service;  and  second,  to  prove,  I 
presume,  it  is  willing  to  carry  out  the  Board’s  regulations. 

What  it  has  done  in  the  past  is  very  best  proof  on  both 
of  those  points. 

Examiner  Cusick:  Will  you  still  want  that  material 
you  requested  as  an  exhibit? 

Mr.  Gribbon:  Yes,  sir,  that  would  satisfy  me. 

Examiner  Cusick:  Couldn’t  it  be  submitted  as  a  sup¬ 
plemental  exhibit,  and  you  could  argue  your  point  on  brief, 
submitted,  say,  ten  days  after  the  close  of  the  hearing? 

Mr.  Gribbon:  I  think  that  would  be  satisfactory. 

The  Witness :  Mr.  Examiner,  that  is  going  to  be  a  hard 
thing  to  prepare;  because  every  day  we  operate  a 
1436  different  schedule  practically.  It  would  mean  mak¬ 
ing  up  a  map  for  each  day  and  showing  where  every 
airplane  went  and  what  time  it  left.  I  don’t  see  that  it  is 
worth  the  time  to  do  all  that. 

Examiner  Cusick :  Very  well.  See  if  you  can  cut  it  short¬ 
er.  Continue,  Mr.  Gribbon. 

By  Mr.  Gribbon : 

Q.  On  the  average,  how  many  flights  do  you  operate  be¬ 
tween  New  York  and  Los  Angeles?  A.  I  would  say  two 
to  five  a  night. 

Q.  Two  to  five  a  night?  A.  Yes,  sir. 

Q.  And  between  New  York  and  Texas  points?  A.  Zero 
to  two  a  night. 

Q.  Zero  to  two.  And  you  feel  that  if  you  receive  a  cer¬ 
tificate,  you  will  be  able  to  increase  the  number  of  regular 
flights  that  you  offer?  A  I  certainly  do;  yes,  sir.  I  think 
the  volume  will  increase  very  greatly. 
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Q.  Well,  looking  at  your  proposed  schedule  in  Exhibit 
35,  page  265,  the  first  three  colums  there :  Don’t  you  pro¬ 
pose  only  three  flights  a  day  from  New  York  to  Los  Angeles ; 
in  fact,  New  York  to  the  West  Coast  ?  A.  This  on  265  is 
a  tentative  schedule  and  does  not  include  the  fixed  schedule. 

Q.  It  does  not  include  your  regular  schedule?  A.  The 
flexible  schedule  is  regular. 

Q.  Is  the  regular  schedule  flexible?  A.  I  don’t  under¬ 
stand  that  question. 

1437  Q.  Well,  I  have  been  laboring  under  the  appre¬ 
hension  that  you  have  two  types  of  schedules,  one 
flexible  and  one  regular.  A.  We  have  a  fixed  and  flexible 
schedule,  and  it  has  been  brought  out  in  the  exhibit,  and 
I  brought  it  out  yesterday:  that  the  fixed  schedule  would 
go  from  principal  points;  it  has  fixed  stops  and  fixed 
destinations. 

The  flexible  schedule  still  runs  regularly,  but  it  does  not 
have  fixed  stops,  nor  does  it  have  a  fixed  route. 

Q.  It  hits  the  principal  points,  though?  A.  It  hits  prin¬ 
cipal  and  demand  points. 

Q.  Well,  don’t  your  regular  schedules  hit  demand  points 
too?  A.  No,  sir. 

Q.  None  of  these  three  schedules  will  ever  touch  a  de¬ 
mand  point?  A.  Not  as  it  is  set  out  now. 

Mr.  Gribbon*.  Was  that  question  answered? 

Examiner  Cusick:  I  believe  the  answer  was  “not  as  set 
out  now.” 

Mr.  Gribbon:  It  is  hard  to  hear  back  here. 

Examiner  Cusick:  Would  you  care  to  move  up  front, 
Mr.  Gribbon? 

Mr.  Gribbon:  I  will  try  this  for  a  while.  I  have  a  lot 
of  papers  around  here. 

By  Mr.  Gribbon : 

Q.  Then  any  service  to  the  demand  points  will  be  over 
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and  above  these  schedules  which  you  have  set  out  in  Ex¬ 
hibit  35A?  A.  Mr.  Dunlap  is  going  to  testify  on 

1438  that,  I  believe.  Also,  on  the  next  page,  on  35B,  there 
is  a  tentative  flexible  schedule  outlined  for  the  other 

flights.  It  shows  them  leaving  the  areas.  It  does  not  show 
the  demand  points,  as  they  are  going  to  be  changing. 

Q„  But  those  are  the  flexible  schedules?  A.  That  is 
right.  It  is  a  combination  of  the  two  that  the  whole  theory 
is  based  on. 

Q.  But  these  regular  schedules  in  35A  will  serve  no  de¬ 
mand  points?  A.  That  is  right. 

Q.  Then  your  regular  schedule  never  becomes  flexible? 
A.  Except  in  routes. 

Q.  They  are  two  entirely  separate  contracts!  A.  That 
is  right,  and  they  are  both  necessary  for  the  area  theoiy. 

Q.  Now,  today,  as  a  contract  carrier,  you  are  unable  to 
provide  a  regular  service?  A.  We  provide  a  service  to 
suit  the  contracts  that  we  have.  Some  of  the  contracts  de¬ 
mand  regularity ;  yes,  sir. 

Q.  So  that  you  are  able  to  provide  a  regular  service? 
A.  To  a  degree. 

Mr.  Morris:  That  has  all  been  covered,  I  am  sure.  I 
object  to  it,  if  for  that  reason  only. 

Examiner  Cusick:  The  witness  has  already  answered 
the  question.  Haven’t  you? 

The  Witness :  I  believe  so.  I  can  answer  it  again. 

By  Mr.  Gribbon: 

Q.  Under  your  present  method  of  operations,  are 

1439  you  able  to  provide  the  flexible  service  that  you  hope 
to  be  able  to  provide  under  the  certificate  ?  A. 

We  do. 

Q.  So  essentially  your  request  here  is  for  permission  to 
provide  the  regular  service?  A.  And  to  serve  as  a  com¬ 
mon  carrier. 
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Q.  Well,  will  the  flexible  service  that  you  intend  to  pro¬ 
vide  be  any  different  from  the  flexible  service  you  pro¬ 
vide  now  ?  A.  It  will  be  held  out  to  the  public ;  yes,  sir. 

Q.  By  that  you  mean  you  advertise  it?  A.  We  will  ad¬ 
vertise  it  and  solicit  all  the  business  to  fit  into  this  sched¬ 
ule  ;  all  that  we  can. 

Q.  You  will  advertise  and  solicit?  A.  Absolutely. 

Q.  Which  you  are  unable  to  do  now?  A.  That  is  correct. 

Q.  With  reference  to  Exhibit  26C,  page  203,  in  your 
profit  and  loss  statement  up  to  June  30,  there  are  two  items 
in  your  expenses,  advertising  and  publicity,  17  thousand 
dollars —  A.  That  is  correct. 

Q.  — and  traffic  and  sales,  47  thousand  dollars.  Would 
not  those  expenses  be  incurred  in  the  process  of  holding 
your  services  out  to  the  public?  A.  They  would  be  incur¬ 
red,  and  they  would  be  incurred  in  a  different  way.  It  would 
be  a  different  type  of  advertising.  As  I  said  before,  this 
is  educational  advertising,  what  we  have  done  so  far. 
1440  Q.  And  the  item  of  traffic  and  sales,  47  thousand 
dollars:  have  you  limited  your  salesmen  in  what 
they  can  solicit?  A.  Absolutely. 

Q.  What  classes  of  traffic  may  they  solicit?  A.  They  are 
soliciting  long-term  regular  shippers  right  now. 

Q.  And  you  refuse  to  take  any  shipments  other  than 
long-term  contract  arrangements?  A.  As  I  answered  a 
minute  ago  that  95  per  cent  of  our  shipments  are  on  that 
basis. 

Q.  Now,  in  the  event  you  were  certificated,  with  respect 
to  your  flexible  service  wouldn’t  you  be  limiting  the  field 
in  which  you  could  operate  by  restricting  your  operations 
only  to  these  four  selected  areas  ? 

You  would  no  longer  be  able  to  operate  even  a  flexible 
service  to  any  one  of  the  other  points  in  the  United  States? 
A.  That  is  correct ;  we  would. 
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Q.  Now,  do  you  feel  that  those  other  points  in  the  United 
States  have  even  less  traffic  potential?  A.  I  am  very  en¬ 
couraged  with  the  possible  traffic  potential  all  over  the 
United  States,  but  I  don’t  believe  Slick  Airways  can  serve 
the  entire  United  States. 

I  think  there  will  be  other  carriers  serving  part  of  it. 

Q.  You  are  willing  to  forego  the  work  that  you  have  done 
in  developing?  A.  We  have  principally  developed  the 
areas  that  we  are  applying  for. 

Q.  If  a  common  carrier  today  were  to  discover  it 
1441  couldn’t  handle  an  offer  of  shipment  and  turned  it 
over  to  you,  would  you  move  it?  A.  We  have  had 
a  policy  against  accepting  any  shipments  when  we  didn’t 
have  a  contract  with  the  shipper  himself. 

Q.  But  in  that  event  you  could  make  a  contract  with 
the  shipper  when  he  showed  up  with  the  goods,  couldn’t 
you  ?  A.  I  don’t  see  any  reason  why  we  couldn’t. 

Q.  And  as  a  general  policy,  do  you  make  such  one-trip 
contracts?  A.  As  I  said  before,  95  per  cent  of  our  con¬ 
tracts  are  over  long-term  shipments,  and  the  rest  of  them 
are  spot  shipments. 

Q.  So  that  five  per  cent  of  your  business  is  common 
carriage?  A.  Approximately  that;  I  wouldn’t  say  any 
less  than  that. 

Q.  If  a  shipper  were  to  come  into  your  office  at  Dallas 
and  ask  to  ship  two  thousand  pounds  to  Milwaukee,  what 
would  be  your  procedure  for  handling  that  shipment?  A. 
Sign  a  contract  with  him  and  haul  the  shipment. 

Q.  What  rate  would  you  quote  him?  A.  We  have  a  spot 
shipment  rate. 

Q.  What  would  that  rate  be?  Do  you  know?  A.  I  can 
find  out  for  you,  if  you  are  interested. 

Mr.  Morris:  Mr.  Examiner,  I  don’t  see  the  relevancy 
of  getting  individual  rates  in  here.  The  only  reason  I  ob¬ 
ject  to  it  is  to  save  time.  I  don’t  see  that  it  proves  any- 
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thing.  There  is  such  a  rate  between  any  two  cities. 

I  would  like  to  object  to  it  on  that  ground. 

1442  By  Mr.  Gribbon : 

Q.  If  you  would  give  me  the  make-up  on  it:  Would 
your  rate  be  based  upon  the  cost  of  operating  a  C-46  to 
Milwaukee  from  Dallas?  A.  No. 

Q.  What  would  be  the  basis  for  the  rate?  A.  If  there 
was  a  special  shipment,  which  we  have  had,  and  someone 
wanted  to  ship  embalmed  remains  and  charter  a  whole 
ship,  they  would  pay  for  the  whole  ship,  but  if  we  had  a 
shipment  that  was  already  under  contracts  that  were  de¬ 
serving  contracts,  and  the  one  thousand  pounds  fitted  into 
that  shipment,  it  would  be  the  regular  two-thousand-pound 
spot  shipment  rate. 

Q.  Is  that  rate  based  on  an  assumed  load  factor?  A- 
All  our  rates  are  based  on  an  assumed  load  factor. 

Q.  What  is  that  load  factor?  A.  We  are  anticipating 
80  per  cent  load  factor  and  a  ten-hours-a-day  requirement 
for  the  present  ten-plane  operation,  and  last  month  we 
found  it  didn’t  require  that  much.  We  had  8.9  hour  utiliza¬ 
tion,  and  74  per  cent  load  factor,  and  we  broke  even,  ex¬ 
cept  for  the  depreciation  on  the  airplane. 

Q.  But  your  rate  to  this  two-thousand-pound  shipper  be¬ 
tween  Dallas  and  Milwaukee  is  based  on  the  assumption 
that  you  will  fill  up  the  rest  of  the  plane ;  at  least  to  about 
75  or  80  per  cent  of  capacity?  A.  It  is  based  on  our  aver¬ 
age  load  factor  of  all  the  flights  operated,  of  approximately 
80  per  cent  in  the  hours-a-day  utilization. 

1443  Q.  After  you  had  made  the  contract  for  this  two- 
thousand-pound  shipment,  would  you  then  undertake 

to  fill  up  the  ship  between  Dallas  and  Milwaukee?  A.  We 
always  like  to  fill  up  the  ship ;  yes,  sir. 

Q.  By  solicitation  of  shippers?  A.  No,  we  don’t  solicit 
the  general  public,  but  we  try  to  keep  the  general  trend 


1720 


Excerpts  from  Testimony  of  Earl  F.  Slick 

going.  We  try  to  get  long-term  contracts,  and  if  we  are 
running  low  in  one  direction,  we  solicit  bulk  shippers, 
volume  shippers. 

Q.  But  you  would  undertake  to  fill  up  the  ship?  A. 
Not  necessarily  one  ship.  Of  those  we  fly  out  of  Texas, 
almost  every  time  we  fly  one,  it  has  a  very  low  load  factor, 
and  we  certainly  don’t  go  out  and  solicit  everything  we 
could  put  on  it. 

Q.  Since  you  have  a  very  low  load  factor  every  time 
you  fly  one,  how  does  that  meet  your  75  to  80  per  cent 
assumed  load  factor?  A.  We  did  get  74  per  cent  last  month 
on  all  flights  operated. 

Q.  As  I  understand  from  the  testimony,  you  have  no 
form  contract  used  for  all  shippers?  A.  We  do  not.  We 
have  the  general  terms  on  the  contract,  and  each  contract 
is  made  to  individually  suit  our  needs  and  the  shipper’s 
needs.  The  terms  of  it  are  put  on  the  contract. 

Q.  Generally  speaking,  in  your  contracts,  what  obliga¬ 
tions — 

Examiner  Cusick:  A  copy  of  the  contract  is  going  to  be 
submitted  as  a  supplemental  exhibit.  That  was  agreed  this 
morning. 

1444  Mr.  Gribbon:  Yes,  sir,  but  there  are  many  con¬ 
tracts,  and  only  a  typical  contract  is  going  to  be  pre¬ 
sented.  Unless  all  of  them  are  presented,  I  don’t  think  we 
get  a  fair  picture. 

Examiner  Cusick:  Do  you  request  all  of  them? 

Mr.  Gribbon:  No,  sir,  I  don’t  request  all  of  them,  but 
I  believe  I  can  establish  what  I  am  interested  in  estab¬ 
lishing  by  a  few  more  questions. 

Examiner  Cusick :  Proceed. 

By  Mr.  Gribbon : 

Q.  What  in  general  are  the  obligations  of  the  shipper 
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under  your  contract?  A.  Well,  I  don’t  know  exactly  what 
you  mean  on  that. 

Examiner  Cusick:  Read  the  question,  please. 

(Reporter  reads  question) 

The  Witness:  There  are  quite  a  few  of  them.  We  have 
terms  of  carriage.  They  are  mostly  in  legal  language. 
I  don’t  know  whether  you  want  to  read  them  off ;  they  are 
on  the  back  of  the  contract. 

This  is  the  same  one  that  is  going  to  be  submitted  as 
evidence,  and  it  has  the  terms  on  there. 

As  far  as  specific  terms  are  concerned,  as  you  say — 
and  they  do  change  with  every  contract — He  does  agree 
in  some  cases  to  supply  a  certain  poundage;  or  in  some 
cases  he  doesn’t. 

By  Mr.  Gribbon: 

Q.  In  some  cases  you  merely  agree  to  provide  a  rate, 
and  he  agrees  to  ship  as  his  needs  arise?  A.  I 
1445  would  say  that  is  true. 

Q.  There  is  no  requirement  that  he  ship  any  mini¬ 
mum  amount,  or  that  you  will  refuse  to  ship  when  he 
tenders  above  a  maximum  amount?  A.  I  wouldn’t  know 
whether  that  is  brought  out  in  all  the  terms  or  not.  Pos¬ 
sibly  w’e  can  get  the  answer  for  you  on  it 

Q.  I  would  appreciate  it,  sir,  if  in  submitting  those  typi¬ 
cal  contracts  that  were  brought  out.  A.  It  will  be  brought 
out,  because  if  it  is  a  question  of  the  contract,  it  will  be 
shown  on  there.  We  will  be  glad  to  furnish  that. 

Examiner  Cusick:  That  will  be  furnished  as  part  of 
the  supplemental  exhibit? 

The  Witness:  Yes,  sir. 

Examiner  Cusick:  Very  well. 
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By  Mr.  Gribbon  : 

Q.  When  you  enter  into  a  contract,  say,  with  a  Texas  de¬ 
partment  store  to  ship  their  goods  from  New  York  City 
to  Texas,  do  you  assess  them  a  different  rate  for  each 
shipment,  depending  upon  the  size  of  the  shipment  and 
the  weight  of  the  shipment?  A.  I  believe  our  rates  are 
plane-load  and  less-than-plane-load  right  now. 

Q.  Just  two  categories?  A.  Y"es,  sir.  And  then  it  de¬ 
pends  on  distance  of  the  shipment. 

Q.  If  your  shipper  would  be  able  to  promise  a  plane¬ 
load  total,  over  a  60-day  period,  made  up  of  small  pack¬ 
ages,  would  you  give  him  the  plane-load  rate?  A. 
1446  Right  now,  the  plane-load  rate  is  not  in  effect  go¬ 
ing  westbound  or  southbound,  because  we  are  run¬ 
ning  practically  95  to  100  per  cent  full,  and  we  don’t  have 
any  equipment  to  handle  any  plane-load  shipments. 

However,  on  perishables  going  northbound  and  east- 
bound,  we  do  have  a  plane-load  rate. 

Q.  What  is  the  average  size  of  the  shipment  you  have 
been  handling?  A.  I  think  the  average  size  is  over  a 
thousand  pounds. 

Q.  Over  a  thousand  pounds?  A.  Yes,  sir. 

Q.  Does  that  vary  with  the  commodity  that  is  shipped? 
A.  Absolutely.  It  varies  with  the  shipper  also. 

Q.  I  believe  you  have  a  list  of  commodities  here.  Do 
you  know  where  that  list  of  commodities  is  ?  I  don’t  know 
where  to  find  it. 

Examiner  Cusick:  We  will  take  a  five-minute  recess. 

(Short  recess) 

Examiner  Cusick:  Come  to  order,  please. 

Mr.  Gribbon? 

By  Mr.  Gribbon : 

Q.  Mr.  Slick,  looking  at  Exhibit  32C,  page  253,  you  have 
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indicated  the  proportion  of  freight  by  type  of  merchandise, 
through  June  of  1946. 

In  your  opinion,  does  that  proportion  still  hold?  A.  I 
don’t  believe  so.  I  believe  it  has  been  brought  out  by  a 
supplemental  exhibit  in  here.  Let  me  see. 

(Examines  exhibits) 

1447  The  Witness:  No,  it  hasn’t  been  brought  up.  It 
has  changed  somewhat.  I  think  I  have  some  figures 
here,  if  you  would  like  them. 

We  took  a  typical  day.  We  haven’t  kept  all  these  rec¬ 
ords  since  this  exhibit  was  prepared,  but  on  August  the 
28th,  we  had  63  merchandise,  54  per  cent;  flour,  35  per 
cent ;  furs,  3.7  per  cent ;  automobile  parts,  4  per  cent ;  and 
aircraft  parts,  3.3  per  cent. 

I  think  that  would  be  a  little  bit  more  indicative  of  the 
loads  as  they  are  right  now. 

As  to  the  perishable  loads,  it  isn’t  the  proper  season  for 
a  great  amount  of  perishables,  and  our  general  merchan¬ 
dise  has  increased  in  proportion  recently ;  and  our  machine 
parts  I  would  say  has  gone  up  considerably  since  this 
exhibit  was  made. 

By  Mr.  Gribbon : 

Q.  So  that  now  somewhat  more  than  50  per  cent  of  what 
you  ship  is  general  merchandise?  A.  I  would  guess  that 
is  right. 

Q.  And  what  is  the  average  weight  of  a  single  shipment 
of  merchandise? 

Mr.  Morris:  I  object  to  that;  repetition. 

Examiner  Cusick :  There  is  an  objection  on  the  grounds 
that  it  has  been  stated  before.  I  think  the  average  weight 
was  indicated  as  one  thousand  or  twelve  hundred  pounds. 

The  Witness:  It  is  1154.7  pounds  on  one  day;  on  Sep¬ 
tember  the  25th,  a  typical  day. 
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By  Mr.  Gribbon : 

Q.  Do  you  believe  that  is  a  fair  average?  A.  I  be- 

1448  lieve  it  is;  between  a  thousand  and  twelve  hundred 
pounds  would  be  the  average  weight. 

Q.  I  didn’t  understand  that  you  had  so  testified,  Mr. 
Slick.  I  knew  the  shippers  had  given  some  testimony  to 
that  effect. 

Did  you  agree  with  the  tenor  of  the  shipper  testimony 
that  the  great  bulk  of  that  merchandise  moves  from  points 
in  Texas  to  New  York  City,  or  from  New  York  City  to 
Chicago,  or  Los  Angeles  to  Chicago?  A.  I  agree;  we 
didn’t  have  a  cross-section  of  all  shippers  here,  at  all. 
Presently,  as  we  are  operating,  there  is  not  the  diversifica¬ 
tion  of  the  areas  in  the  East  that  there  is  in  the  West. 

Particularly  on  perishable  shipments,  the  crops  move 
up  and  down  the  state,  and  you  are  serving  an  airport  for 
a  month  or  so  at  a  time  that  you  don’t  ordinarily  serve. 

However,  in  the  East  there  are  quite  a  few  instances. 
I  couldn’t  state  how  many  there  are,  but  there  are  quite 
a  few  every  week,  where  we  have  manufactured  goods  that 
we  pick  up  in  smaller  towns  in  our  eastern  areas,  like 
Syracuse,  and  some  of  those  towns  in  there,  that  aren’t 
continual  at  all. 

Q.  Should  you  be  certificated  as  you  request,  would  you 
expect  to  carry  the  bulk  of  the  merchandise  freight  on 
your  regular  service  or  on  your  merchandise  service?  A. 
The  bulk  of  the  freight  from  New  York  on  our  regular 
service,  yes. 

Q.  The  bulk  of  the  merchandise  throughout  the  United 
States?  A.  If  it  originated  in  one  of  our  principal 

1449  points,  it  would  probably  go  on  our  regular  service, 
yes. 

Q.  In  your  opinion,  where  will  it  originate  and  be  des¬ 
tined  to?  A.  I  think  most  of  the  clothing  merchandise  will 
originate  in  our  principal  points;  the  principal  manufac¬ 
turers  of  such  merchandise  are  there. 
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Q.  And  will  be  carried  on  vour  regular  schedules?  A. 
Yes,  sir. 

Q.  Looking  at  the  preceding  page,  page  252,  what  is 
the  average  weight  of  shipment  of  magazines?  A.  We 
don’t  have  any  contracts  for  magazines  now.  That  con¬ 
tract  was  with  the  Time  Magazine,  and  -we  had  two  full 
planeloads,  eleven  thousand  pounds  apiece,  that  left  every 
Wednesday  night  out  of  Chicago. 

Q.  In  your  experience,  do  you  feel  that  that  is  the  ap¬ 
proximate  volume  in  which  magazines  generally  move? 
A.  We  haven’t  solicited  a  lot  of  the  smaller  publications 
at  all.  I  think  we  have  been  out  for  the  large  shipper,  the 
large  contract  shipper. 

And  we  have  solicited  Time  and  Newsweek  and  several 
others,  and  they  were  all  large  shippers. 

Q.  Would  you  say  that  your  experience  in  the  solicita¬ 
tion  of  freight  is  weighted  on  the  side  of  the  large  shipper 
and  is  therefore  not  typical  of  what  would  move  under  a 
common  carriage  system?  A.  I  think  there  would  be  vast 
new  fields  of  freight  opened  up  on  the  common  carrier 
certificate. 

Q.  Would  .that  be  new  fields  of  volume  shipments 
1450  or  ne”w  fields  of  the  smaller  miscellaneous  ship¬ 
ments?  A.  Both. 

Q.  What,  in  your  experience,  has  been  the  average  weight 
of  shipment  of  dogs? 

Mr.  Morris:  I  don’t  see  any  useful  service  in  going 
through  some  minor  item.  I  would  like  to  object  to  that. 

If  you  take  every  minor  item  there,  you  will  cover  this 
record  with  a  lot  of  stuff  that  I  don’t  feel  is  material  or 
relevant. 

T  object  to  that  question. 

Examiner  Cusick:  The  witness  may  answer;  overruled. 

The  Witness:  I  believe  we  have  charged  for  a  hundred 
pounds  on  dogs,  as  I  remember. 


1726 


Excerpts  from  Testimony  of  Earl  F.  Slick 

By  Mr.  Gribbon : 

Q.  100-pound  lots?  A.  Yes. 

Q.  Have  you  had  experience  carrying  furniture,  and 
what  has  been  the  extent  of  that  experience?  A.  We  have 
carried  some  furniture;  it  has  been  very  small  in  propor¬ 
tion  to  other  commodities.  I  think  it  will  be  a  vast  new  field. 

Q.  What,  in  your  opinion,  will  be  the  commodities  that 
are  likely  to  make  greater  use  of  your  flexible  service,  as 
distinguished  from  the  regular  service?  A.  I  don’t  think 
it  is  so  much  dependent  upon  the  commodities  as  the  cen¬ 
ters  from  which  they  come,  centers  that  are  not  now  really 
getting  common  carrier  freight  service. 

There  are  a  lot  of  smaller  communities  that  I  think  a 
large  volume  of  freight  will  come  out  of,  and  they 
1451  will  be  demand  points. 

Q.  So  that  if  a  community  is  given  a  regular  ser¬ 
vice,  you  see  no  reason  why  all  commodities  in  that  com¬ 
munity  can’t  move  by  air  freight.  A.  I  wouldn’t  say  that 
at  alL  As  I  say,  right  now  there  are  a  lot  of  commodities 
that  the  value  for  the  air  freight  isn’t  worth  the  additional 
charge  over  the  present  means  of  transportation. 

However,  I  think  that  as  new  equipment  becomes  avail¬ 
able,  as  rates  come  down,  this  will  be  ever-increasing: 
number  of  commodities  that  go  by  air. 

Q.  Assuming  that  the  commodity  is  air-shippable ;  that 
the  economics  will  permit  it  to  be  shipped?  A.  There  are 
practically  unlimited  fields,  though,  in  which  the  commodi¬ 
ties  are  air-shippable. 

Q.  And  if  the  shipper  who  desires  to  ship  or  receive  that 
commodity  has  a  regular  service,  is  there  any  reason  why 
those  commodities  would  move  by  your  flexible  service? 
A.  They  will  be  a  regular  service. 

Q.  And  there  will  be  no  reason  for  your  flexible  service? 
A.  The  flexible  service  is  a  regular  service. 
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Q.  Looking  at  Exhibit  25,  page  6,  you  have  set  out  there 
in  the  middle  of  the  page  the  advantages  of  your  service, 
and  in  the  first  numbered  paragraph  you  speak  of  no  trans¬ 
shipment. 

Now,  is  it  not  true  that  there  will  be  trans-shipment  in¬ 
volved  in  your  operations? 

Examiner  Radcliffe :  Which  exhibit  are  you  refer- 
1452  ring  to  ? 

Mr.  Gribbon :  SA-6,  page  25. 

The  Witness:  I  wouldn’t  say  it  would  be  impossible  for 
trans-shipment  at  all ;  I  think  it  would  be  the  exception  in¬ 
stead  of  the  rule,  though,  with  this  type  of  service. 

By  Mr.  Gribbon: 

Q.  You  will  have  some  cases  of  trans-shipment,  though? 
A.  I  think  possibly  there  will  be  a  case  of  trans-shipment. 

Q.  Wouldn’t  the  necessity  for  trans-shipment  be  greater 
in  the  case  of  commodities  moving  from  demand  points 
than  principal  points?  A.  No,  I  think  that  is  one  of  the 
advantages  of  the  demand  point.  We  can  offer  a  demand 
point  through  service  to  any  other  area,  to  any  other  prin¬ 
cipal  point  or  demand  point  in  the  other  areas,  without 
trans-shipping. 

That  is  what  our  schedule  offers. 

Q.  Assuming  you  were  to  pick  up  at  Binghampton  a 
one-thousand-pound  lot  on  a  plane  that  originated  in  New 
York  and  was  carrying  traffic  destined  for  the  West 
■Coast:  if  that  one-thousand-pound  lot  were  destined  for 
Texas,  how  would  you  get  it  down  here?  A.  We  would 
use  a  flexible  schedule  on  the  Texas  schedule.  We  would 
use  one  of  the  planes  going  to  the  Texas  area  instead  of 
the  California  airplane  out  of  New  York. 

Q.  Even  if  the  next  plane  out  were  the  New  York  plane 
bound  for  California?  A.  I  think  possibly  we  would;  yes, 
sir. 
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Q.  Wouldn’t  that  involve  a  certain  amount  of 

1453  delay?  A.  It  would  be  our  schedule,  and  we  think 
the  schedule  satisfies  a  public  need;  yes,  sir.  There 

would  be  a  slight  delay  before  the  plane  got  there. 

Q,  On  that  same  page,  referring  to  your  point  2:  Do 
you  intend  to  increase  the  load  factor  on  your  various 
flights  by  serving  more  than  one  point  in  each  area?  A. 
On  our  flexible  schedules,  yes. 

Q.  Not  on  your  regular  schedules?  A.  Our  regular 
schedule  is  laid  out  as  between  principal  points. 

Q.  Wouldn’t  that  resemble  an  indirect  service?  A.  I 
don’t  understand  why  it  would. 

Mr.  Morris:  Mr.  Gribbon  is  using  the  term  “regular 
schedules”.  We  haven’t  used  that  term.  We  use  the  term 
“fixed  schedules”. 

Examiner  Cusick:  I  think  the  record  will  show  that 
what  is  meant  is  a  fixed  schedule  and  a  flexible  schedule. 
It  is  my  understanding  that  both  schedules  are  regular. 
The  record  will  so  show. 

By  Mr.  Gribbon: 

Q.  If  you  were  to  serve  two  or  more  demand  points 
within  an  area,  would  that  be  a  direct  service  from  each 
point  in  that  area  to  the  point  of  destination?  A.  More  or 
less,  I  would  say  it  would. 

Q.  There  is  a  degree  of  indirectness  involved  there, 
isn’t  there?  A.  Slight. 

Q.  In  the  event  your  plane  were  to  pick  up  shipments 
at  both  Albany  and  Washington  in  the  eastern  area, 

1454  wrould  you  carry  any  freight  between  Albany  and 
Washington?  A.  We  don’t  propose  intra-area  ser¬ 
vice  at  all. 

Q.  Is  that  on  the  theory  that  there  wouldn’t  be  any 
freight?  A.  No,  I  think  we  can  more  adequately  serve 
the  customers,  the  immediate  public  need,  on  the  long- 
haul,  without  the  intra-area  service. 
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Q.  On  that  (light,  you  would  have  to  run  at  a  low  load 
between  Albany  and  Washington?  A.  That  is  correct. 
And  we  have  made  allowances  on  our  cost  estimates  for 
low  loads  to  demand  points. 

Q.  So  that  if  there  is  to  be  any  freight  moving  between 
New  York  and  Washington,  it  would  be  economical  to  have 
it  moved  in  your  equipment,  wouldn’t  it?  A.  We  haven’t 
applied  for  that;  no,  sir. 

Q.  You  would  prefer  not  to  get  into  the  short-haul 
business?  A.  We  don’t  think  we  can  adequately  serve 
our  other  customers  and  be  in  the  short-haul  business  at 
the  same  time. 

Q.  Looking  at  Exhibit  32A,  page  251,  where  your  peo¬ 
ple  are  listed  as  representatives:  What  is  their  status 
with  the  company?  Are  they  full-time  employees?  A. 
What  paragraph  is  that? 

Q.  Page  251,  that  is.  A.  Yes,  sir,  they  are  full-time 
employees. 

Q.  What  is  the  difference  between  the  salesman  in  New 
York  and  the  representative  in  Boston?  A.  I  don’t  think 
there  is  any  great  difference  at  all.  A  salesman  in  New 
York  has  a  regional  salesman  over  him,  and  the 
1455  other  man  doesn’t.  I  think  it  is  just  terminology. 

Q.  They  are  both  hired  full  time?  A.  That  is 

correct. 

Q.  You  don’t  have  any  agents  who  work  full  time  for  . 
you  and  part  for  any  other  form  of  transportation?  A. 
Not  that  I  know  about,  at  all. 

Q.  You  would  know  about  it,  wouldn’t  you?  A.  I  think 
I  would,  yes. 

Q.  On  page  250,  the  preceding  page  there,  I  gather 
from  that  second  paragraph  that  at  least  initially  you  feel 
that  air  freight  volume  will  depend  upon  the  degree  of 
penetration  carriers  are  able  to  make  on  railway  express 
traffic.  A.  1  think  that  would  be  the  greatest  source. 
Merchandise  is  now  going  by  railway  express. 
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Q.  Ultimately,  there  may  be  some  creation  of  new  traf¬ 
fic?  A.  I  think  right  now  there  already  has  been  a  tre¬ 
mendous  amount  of  new  traffic  created  that  wasn’t  moving 
at  all  before. 

Q.  The  bulk  of  the  freight  that  you  are  counting  on  is 
that  which  will  be,  shall  we  say,  diverted  from  railway 
express?  A.  Or  shipments  that  would  go  at  that  rate. 

Q.  On  railway  express?  A.  Or  that  haven’t  gone  at  all, 
but  would  stand  a  rate  of  approximately  Railway  Express. 

Q.  Are  you  familiar  with  the  average  volume  of  ship¬ 
ments  that  have  moved  over  Railway  Express  his- 
1456  torically?  A.  I  think  our  economist,  Mr.  Drew,  can 
1  possibly  testify  as  to  that  better  than  I. 

Q.  It  it  happened  that  the  average  volume  of  shipment 
over  railway  express  was  relatively  small,  would  it  not 
appear  that  your  estimates  of  large  volume  shipments 
were  somewhat  off?  A.  I  don’t  believe  in  this  exhibit 
we  are  depending  on  large  volume  shipments.  We  are 
depending  on  the  common  carrier,  and  the  status,  and  we 
will  handle  smaller  shipments. 

Q.  By  “large  volume”,  I  mean  over  one  thousand  pounds. 
Would  your  answer  be  the  same,  in  light  of  that?  A.  I 
think  so,  yes. 

Q.  And  the  railway  express  has  always  provided  what 
might  be  called  a  fixed  regular  or  a  fixed,  dependable  ser¬ 
vice;  is  that  not  true?  A.  I  am  not  exactly  familiar  with 
the  railway  express  what  they  provide. 

Q.  In  the  event  it  were  to  be  shown  that  railway  ex¬ 
press  has  been  a  fixed  service,  would  you  still  believe 
that  a  flexible  service  for  air  could  take  the  place  of  rail¬ 
way  express  if  necessary?  A.  Absolutely.  Whether  they 
are  on  an  exact  hourly  schedule,  I  don’t  know.  The  little 
I  know  about  railway  express,  you  aren’t  guaranteed  a 
definite  departure  time  when  you  send  a  railway  express 
package;  or  you  are  not  given  a  definite  delivery  time 
when  you  send  a  railway  express  package. 
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Possibly  I  am  wrong  on  that,  but  that  is  the  idea  I 
have  of  railway  express. 

1457  Q.  You  wouldn’t  say  that  the  railway  express  in 
the  past  has  had  a  flexible  service  of  the  type  that 

you  are  suggesting  here.  A.  I  couldn’t  answer  that. 

Examiner  Cusick:  YTou  don’t  know  f 
The  Witness:  No,  sir,  I  don’t. 

By  Mr.  G-ribbon: 

Q.  On  Exhibit  46,  page  321,  you  speak  on  this  page 
about  the  Curtiss-Condors  being  excellent  cargo  carriers  in 
Central  and  South  America.  You  don’t  show  whether  the 
Fords  were  used,  too.  Do  you  know  whether  they  were 
used?  A.  They  were  used  in  Central  and  South  America 
too. 

Q.  Are  you  familiar  with  the  conditions  under  which 
those  planes  operated  in  Central  and  South  America? 
A.  Somewhat. 

Q.  Do  you  know  what  the  competition  in  the  way  of 
transportation  was  for  those  planes?  A.  It  wasn’t  too 
keen. 

Q.  And  the  cost  of  the  operation  by  air,  then,  would 
not  be  a  significant  factor  in  whether  it  was  usable  or 
not.  A.  Well,  I  don’t  know.  In  some  cases  it  might,  and 
in  some  cases  it  might  not. 

I  don’t  know  exactly  how  important  the  cost  was.  How¬ 
ever,  I  do  think  that  they  could  have  been  operated  in 
this  country  with  a — 

Q.  Do  you  know  how  the  costs  of  operating  the  Fords 
and  the  Condors  compared  with  the  costs  of  operating 
the  DC-3’s?  A.  No,  sir,  I  don’t. 

Q.  Do  you  know  if  the  Fords  or  Condors  were 

1458  ever  operated  successfully  in  cargo  operations  in 
this  country?  A.  I  don’t  think  there  has  ever  been 

any  cargo  operation  in  this  country  until  very  recently. 
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Q.  But  you  know  of  no  instance  where  they  were  oper¬ 
ated!  A.  No,  sir.  I  don’t  know  where  a  DC-3  was  oper¬ 
ated  until  recently. 

Q.  Exhibit  35 :  In  your  proposal  for  deferred  shipments, 
in  your  operations  to  date  have  you  quoted  any  deferred 
shipments?  A.  We  have. 

Q.  Have  you  found  them  successful?  A.  I  think  if  what 
they  were  created  for;  yes,  sir. 

Q.  What  type  of  commodities,  will  you  say,  had  moved 
on  deferred  rates?  A.  Oh,  I  don’t  know  altogether  what 
they  have  been ;  I  think  mainly  machine  parts  and  similar 
items. 

Q.  The  basis  of  the  saving  that  the  shipper  receives 
from  air  transportation  is  speed;  is  that  not  true?  A. 
Yes,  the  speed;  from  that  results  many  savings.  From 
the  speed  many  savings  result. 

Q.  If  your  service  is  unable  to  provide  speed,  what 
incentive  would  there  be  to  the  shipper  to  undertake 
this  deferred  rate?  A.  Well,  w'e  have  offered  it  so  far 
on  the  basis  that  it  is  not  going  to  be  a  great  delay  at 
all,  and  with  some  delay  we  are  still  going  to  beat  surface 
transportation  to  the  destination.  It  seems  to  be  "working 
out  very  satisfactorily  with  the  shippers  that  we  work 
with. 

1459  Q.  Do  you  think  it  possible  that  those  commodi¬ 
ties  that  have  moved  by  deferred  rates  are  com¬ 
modities  where  because  of  emergency  conditions  the  cost 
element  was  unimportant?  A.  No,  sir;  not  at  all.  It 
would  have  gone  at  the  regular  rates  if  the  cost  element 
be  unimportant. 

Q.  Then  what  commodities  do  you  believe  from  your 
experience  will  move  by  deferred  rates?  A.  Well,  there 
are  quite  a  few  commodities.  As  I  said  before,  machine 
parts  and  heavy  machinery,  when  it  is  not  on  an  emer¬ 
gency  basis,  can’t  afford  the  regular  rates  and  would  move 
by  deferred  rate. 
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For  instance,  we  had  a  contract  offered  to  us  on  eggs 
from  the  Chicago  area  to  the  New  York  area,  and  they 
-wanted  to  have  fifteen  or  twenty  pounds  available  a  day 
at  Chicago,  to  fill  up  all  ships  going  between  Chicago  and 
New  York  that  weren’t  full. 

We  had  no  guarantee  of  how  many  we  could  take.  We 
told  the  shipper  that  we  were  running  light  on  that  run 
and  we  could  give  him  considerable  service.  He  seemed 
to  be  satisfied  with  that  arrangement. 

Q.  You  feel,  then,  that  eggs —  A.  Eggs,  cheese,  a  lot 
of  things  like  that. 

Q.  What  is  the  upper  limit  on  the  time  that  you  can 
defer  shipment  and  still  show  an  advantage  for  the  ship¬ 
per  over  competitive  surface  transportation?  A.  Well, 
I  don’t  know  exactly.  Surface  transportation  takes  differ¬ 
ent  amounts  of  time  between  different  points,  and  there 
is  no  guarantee  of  a  definite  delivery  date  if  it  goes  by- 
surface  transportation. 

1460  I  have  heard  of  many  dissatisfied  shippers,  in 
cases  where  it  has  taken  considerable  time  between  Chicago 
and  New  York;  and  there  are  cases  when  it  goes  over¬ 
night. 

So  it  is  hard  to  determine  the  exact  difference  in  time. 
We  try  to  not  hold  it  over  24  to  36  hours. 

Q.  If  your  load  factors  are  low,  or  running  low  over 
a  period,  there  is  no  place  in  vour  structure  for  deferred 
rates,  is  there?  A.  I  don’t  understand.  Under  present 
operations  or  under  proposed  operation? 

Q.  On  either';  present  or  proposed  operation.  A.  We 
intend  to  have  deferred  rates;  yes,  sir. 

Q.  If  your  load  factor  were  low,  couldn’t  you  move 
that  commodity  along  with  your  regular  service?  A.  At 
the  regular  rate? 

Q.  Yes.  A.  There  are  some  commodities  it  will  not  pay 
to  ship  on  the  regular  rates.  It  is  uneconomical 
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Q.  You  wouldn’t  purposely  delay  those  commodities  48 
hours  would  you  ?  A.  Absolutely  not.  We  would  put  it 
on  space  available.  That  is  what  the  deferred  rate  is. 

Q.  And  that  is  if  you  have  space  available;  in  other 
words,  if  you  are  running  at  a  low  load  factor,  half  of 
your  ship  is  going  to  be  moving  at  your  regular  rate, 
and  half  of  the  ship  at  the  deferred  rate —  A.  No,  the 
shipper  that  has  a  deferred  rate  has  no  guarantee  that 
his  is  going  on  that  ship.  The  other  shipper  does.  The 
shipper  at  the  deferred  rate  is  just  playing  “second 
1461  fiddle”  to  the  one  that  is  paying  the  first  rate. 

Q.  But  if  you  were  running  at  low  load  fatcors, 
the  result  would  be — !  A.  The  result  would  be  the  same, 
but  he  would  have  no  guarantee  of  the  result. 

Q.  Looking  at  it  from  the  point  of  view  of  high  load 
factors,  when  you  are  running  high  load  factors,  do  you 
believe  as  a  sales  promotion  project  it  is  wiser  to  introduce 
this  preferred  rate  or  to  introduce  new  schedules?  A. 
Well,  we  are  going  to  introduce  as  many  schedules  as  the 
service  demands. 

Q.  Isn’t,  in  the  end,  a  deferred  rate  merely  a  substi¬ 
tute  for  proper  service?  A.  Absolutely  not.  I  have  ex¬ 
plained  what  a  deferred  rate  is.  When  you  do  happen  to 
have  low  load  factors,  it  is  to  give  you  a  high  load  factor 
and  pay  you  part  of  the  cost  of  operating  the  plane  over 
to  where  it  is  going. 

Q.  Do  you  see  any  discrimination  there  between  those 
who  pay  the  regular  rate  and  those  who  pay  the  deferred 
rate?  A.  Absolutely  not,  because  they  are  taking  it  on 
a  different  basis. 

As  I  explained,  one  of  them  has  a  commitment  of  ser¬ 
vice  and  the  other  one  has  none. 

Q.  They  both  receive  exactly  the  same  service?  A.  No, 
many  times  they  don't  receive  exactly  the  same  service. 

Q.  As  to  your  proposal  for  permitting  the  shipper  to 
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load  and  unload  his  own  shipments:  Have  you  had  ex¬ 
perience  with  that!  A.  We  have. 

1462  Q.  What  has  been  the  effect  upon  your  utilization 
of  equipment?  A.  Well,  we  have  gotten  up  to  nine 

hours;  and  I  think  very  easily  we  are  going  to  have  be¬ 
tween  ten  and  twelve  hours’  utilization  of  equipment. 

Q.  Is  that  an  overall  average?  A.  Yes,  sir. 

Q.  Do  you  know  .what  the  utilization  of  equipment  is  on 
that  part  of  your  business  where  your  shipper  loads  it 
and  unloads  it  himself?  A.  That  hasn’t  caused  any  de¬ 
lays. 

Q.  That  has  caused  no  delays?  A.  No. 

Q.  Do  you  put  any  limit  on  the  amount  of  time  the 
shipper  can  spend  in  loading  the  ship?  A.  We  haven’t  up 
to  the  present.  I  think  it  might  be  necessary  in  some 
cases  later  on. 

Q.  Do  you  propose  to  give  this  privilege  of  loading  and 
unloading  at  your  demand  points?  A.  We  do. 

Q.  Now,  on  your  flexible  schedules,  will  you  be  able  to 
give  sufficient  notice  to  your  shipper  so  that  he  can  have 
men  on  hand?  A.  We  will. 

Q.  You  foresee  no  difficulty?  A.  No,  sir,  I  don’t. 

Q.  How  far  in  advance  will  he  know? 

Mr.  Morris:  If  the  Examiners  please,  Mr.  Page, 

1463  went  into  that:  how  you  contact  the  shipper  out  in 
the  demand  point.  I  don’t  think  there  is  a  single 

detail  that  could  possibly  be  asked  about  that  that  hasn’t 
been  asked. 

Examiner  Cusick:  The  way  I  understand  this,  it  is  on 
the  unloading  features  of  the  proposal. 

Mr.  Morris:  I  think  that  has  been  pretty  well  covered. 
Examiner  Cusick:  I  don’t  think  it  has  as  far  as  loading 
is  concerned.  Space  reservations  were  covered? 

The  Witness:  We  can  notify  the  shipper  in  plenty  of 
time. 
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Q.  Isn’t  there  a  danger  that  in  the  event  of  operational 
delays  you  will  tie  up  so  many  of  your  shippers’  men  that 
the  air  transportation  in  the  end  will  be  more  expensive 
for  him  than  if  he  had  shipped  by  surface  transportation? 
A.  They  haven’t  found  it  so  yet. 

Q.  What  percentage  of  your  shippers  do  their  own 
loading?  A.  Oh,  1  would  say  a  small  part,  except  for 
perishables  shippers.  They  usually  have  the  facilities. 
They  are  loading  other  things  right  in  the  same  place. 
I  would  say  we  load  almost  everything  except  perishables. 

Sometimes  we  load  those. 

Q.  Unloading,  the  same?  A.  The  same  thing.  Most  of 
the  time  we  do  the  loading  and  unloading.  However,  there 
are  few  shippers  that  have  their  own  trucks  and  want  to 
do  their  own  pickup  and  deliveries  service,  and  the  truck¬ 
man  is  charged  with  the  responsibility  of  loading 
1464  into  and  out  of  the  plane.  And  they  just  feel  that 
it  saves  them  some  expenses. 

Q.  Will  there  be  any  minimum  limitation  on  the  weight 
of  a  shipment  that  you  will  permit  a  shipper  to  load  him¬ 
self  and  get  an  allowance  for?  A.  I  don’t  believe  we  have 
really  gone  into  the  thing  very  much.  I  doubt  if  we  would 
let  him  come  in  and  throw  a  five-pound  package  in  the 
airplane.  One  hundred  pounds  is  the  minimum  shipment 
we  intend  to  receive. 

Q.  Would  you  permit  15  shippers  of  one  hundred  fifty 
pounds  each  to  come  out  and  deposit  their  package  in  the 
plane;  and  give  them  a  cut  on  the  rates?  A.  I  think  it 
would  be  all  right  with  us  if  they  wanted  to  do  it. 

Q.  Do  you  think  that  is  a  feasible  scheme?  A.  I  don’t 
think  they  would  want  to  do  it,  frankly,  but  if  they  did, 
I  think  we  could  supervise  it,  and  it  would  be  perfectly 
okay  with  us. 

Q.  Do  you  propose  to  put  some  sort  of  a  minimum  li- 
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mitation  on  your  loading  and  unloading?  A.  We  haven’t 
anticipated  it  on  our  exhibit  at  all. 

Q.  At  your  demand  points,  sir,  1  believe  you  testified 
that  you  will  have  no  permanent  employees  to  handle 
cargo  in  dispatch  flights  at  your  demand  points.  A.  I 
didn’t  say  that.  1  said  our  original  plan  is  to  use  agents 
and  airport  personnel.  However,  this  might  be  changed 
as  demand  points  increase  in  importance.  It  might  be 
more  economical  to  eventually  have  our  own  people. 

Q.  That  means  that  you  will  have  to  make  ar- 
1465  rangements  at  a  great  many  airports  throughout 
the  United  States.  A.  That  is  correct. 

Q.  Every  airport  except  the  twelve  principal  points? 
A.  That  is  correct.  And  I  don’t  believe  this  would  be  a 
very  difficult  job.  There  are  always  people  that  are  anx¬ 
ious  to  help  in  these  airports  and  want  some  little  addi¬ 
tional  jobs. 

We  have  operated  a  lot  of  them  into  demand  points 
and  out  of  demand  points  satisfactorily  so  far. 

Q.  Do  you  have  to  contract  with  those  people  ahead  of 
time?  A.  I  think  we  would,  yes.  We  haven’t  done  that 
so  far,  but  I  think  we  would. 

Q.  Can  you  engage  them  on  an  hourly  or  an  hour-and- 
a-half  basis?  A.  I  think  that  we  could  on  an  hourly  basis. 

Q.  Even  if  your  shipment  were  coming  in  there  in  the 
morning?  A.  I  think  you  would  have  to  make  allowances 
in  the  wages,  probably,  as  to  whether  they  were  going  to 
get  up  in  the  morning  or  get  out  there  at  midnight,  or 
something,  but  it  is  certainly  not  a  problem  that  would 
stop  us.  It  is  something  that  can  be  worked  out. 

Q.  If  you  had  one  flight  every  several  weeks  coming 
into  a  demand  point,  wouldn’t  you  have  very  little  revenue 
over  which  to  spread  the  expense  of  handling  that  flight 
at  the  demand  point?  A.  Not  necessarily.  We  figure  that 
on  our  revenue.  The  revenue  is  principally  on  the  long- 
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haul  basis,  and  you  get  considerable  revenue;  par- 
1468  ticularly  from  a  thousand  pounds. 

Q.  But  you  will  not  have  any  kind  of  volume 
operations  at  a  demand  point  ?  A.  Sometimes  they  could 
very  great.  In  the  perishable  season  out  of  California 
you  are  liable  to  run  three  airplanes  a  day  out  of  one 
demand  point,  do  that  for  a  couple  of  weeks,  and  then 
move  to  another  demand  point. 

Q.  But  you  are  undertaking  to  serve  every  city  in  the 
United  States  that  has  an  airport!  A.  No,  we  are  not; 
every  city  in  the  areas  we  have  applied  for. 

Q.  Every  city  in  those  areas  that  has  an  airport,  that 
can  muster  up  a  thousand-pound  shipment?  A.  That  is 
correct. 

Q.  Have  you  surveyed  the  conditions  at  all  the  airports 
in  your  areas?  A.  We  have.  We  have  made  a  study  of 
the  airports,  and  it  is  brought  out  in  the  map  here;  the 
class  airports,  and  where  they  are  located. 

It  is  brought  out  in  the  exhibit. 

Q.  Now,  with  regard  to  the  fixed  regular  service,  is 
there  any  difference  between  the  service  you  propose  on 
your  fixed  schedules  between  these  twelve  principal  points 
and  the  service  that  has  hitherto  been  known  in  the  in¬ 
dustry  as  certificated  scheduled  service?  A.  A  great  deal 
of  difference.  We  are  a  specialized  air  carrier  that  is 
working  entirely  for  that  one  objective.  I  think  our  ser¬ 
vice  would  be  quite  different  from  that  of  any  certificated 
carrier  that  would  try  to  do  the  same  thing. 

1467  Q.  I  meant  to  take  that  into  consideration.  Al¬ 
lowing  for  the  fact  that  you  carry  only  freight, 
whereas  certain  other  carriers  carry  passengers,  mail,  and 
property,  is  there  any  difference  in  the  schedules  which 
you  suggest  between  these  twelve  principal  points?  A.  I 
don’t  believe  you  can  break  down  the  area  theory  into  one 
division  and  another  division.  The  two,  our  fixed  and 
flexible  schedules,  go  together. 
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A  plane  might  come  in  on  a  fixed  schedule  and  go  out 
on  a  flexible  schedule  on  the  same  airplane. 

It  might  take  a  pickup  away  from  the  principal  points 
on  its  return. 

Q.  On  your  Exhibit  35 A,  at  page  265,  didn’t  you  testify 
that  those  schedules  were  fixed  schedules  and  would  not 
go  into  any  demand  points?  A.  That  is  correct. 

Q.  That  is  the  service  I  am  talking  about.  How  is  that 
different  from  the  type  of  schedule  on  the  certificated 
carriers  today,  allowing  for  the  fact  that  you  want  to 
carry  only  freight?  A.  This  is  just  one  part  of  our  ap¬ 
plication.  1  think  our  whole  application  has  to  be  taken 
as  a  whole,  the  service  we  propose.  You  can  take  the  area 
theory  as  we  propose  it,  the  fixed  and  flexible  schedule, 
and  compare  it  to  what  the  certificated  air  lines  have  on 
their  certification  now.  There  is  quite  a  lot  of  difference. 

Q.  But  these  fixed  schedules  that  you  propose  here 
are  the  traditional  schedule  of  the  certificated  carriers 
between  fixed  points.  A.  They  are  between  points, 
1468  between  our  principal  points,  yes,  sir;  to  be  flown 
on  the  most  direct  route  the  weather  is  flyable  be¬ 
tween  these  points;  adding  another  degree  of  flexibility 
to  this  application. 

Q.  Is  that  a  degree  of  flexibility  that  isn’t  available  in 
current  operations  of  certificated  carriers?  A.  I  think  to 
some  extent,  yes. 

Q.  What  is  the  basis  for  that  belief?  A.  Well,  I  am 
not  entirely  familiar  with  these  certificated  carriers,  but 
I  have  flown  on  them  a  great  deal,  and  I  can  say  this 
about  them :  Take  United,  for  instance.  I  have  never  been 
on  United  Plane  that  went  via  Dallas  to  get  to  Chicago. 

I  don’t  know  whether  there  is  any  limit  to  it  or  not, 
but  I  have  never  been  on  a  certificated  airline  that  varied 
that  much.  And  we  certainly  have  variation  in  our  opera¬ 
tions  today. 
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Q.  You  are  familiar  with  non-stops  that  the  airlines 
operate?  A.  I  am. 

Q.  Now,  leaving  your  fixed  schedules  for  the  moment, 
is  there  any  difference  between  the  flexible  schedules  that 
you  propose  and  the  operation  that  you  are  conducting 
today?  A.  We  are  conducting  right  today  a  combination 
of  the  fixed  and  flexible  schedules. 

Q.  You  don’t  provide  today  a  service  comparable  to 
the  schedule  set  out  in  Exhibit  35 A,  do  you?  A.  For  that 
matter,  we  have  a  plane  that  does  leave  New  York  and 
go  to  Los  Angeles.  Sometimes  it  makes  the  stops 
1469  that  are  indicated  here,  and  sometime  it  doesn’t. 

Q.  But  it  doesn’t  do  that  every  day,  I  understood 
you  to  testify.  A.  No,  we  aren’t  on  a  regular  schedule.  It 
changes  every  day. 

Q.  And  this  fixed  schedule  provides  for  certain  flights 
every  day?  A.  That  is  right.  We  are  not  operating  on 
that  principle  at  all. 

Q.  But  your  operations  are  substantially  the  same  as 
the  flexible  operations  which  you  propose  in  this  operation? 
A.  No,  the  flexible  operations  have  a  plane  leaving  every 
day  from  each  of  the  areas,  and  we  aren’t  necessarily 
doing  that  now.  Some  days  we  don’t  have  a  plane.  Some 
days  we  have  three  planes.  This  flexible  operation  right 
here  shows  how  many  planes  are  going  to  be  operating 
every  day  between  these  areas  on  a  flexible  schedule. 

Q.  Then  you  would  say  that  the  difference  between 
what  you  are  doing  now  and  the  flexible  schedules  you 
propose  is  that  the  flexible  schedules  have  a  little  higher 
degree  of  regularity?  A.  Well,  we  aren’t  doing  either  one 
right  now,  for  that  matter.  We  aren’t  doing  the  fixed 
schedules,  and  we  aren’t  doing  the  flexible  schedules. 

This  has  a  degree  of  regularity,  and  it  shows  the  date 
the  plane  leaves.  The  fixed  schedule  shows  the  hour  it 
leaves  and  where  it  goes.  The  flexible  schedule  doesn’t 
do  that. 
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We  might  have  a  ship  right  now  in  our  operation 

1470  that  leaves  New  York  City  and  goes  to  Boston  and 
then  goes  to  Detroit  and  then  goes  to  Milwaukee 

and  Chicago,  and  it  might  go  on  over  to  Los  Angeles. 

Or  we  might  have  a  ship  that  leaves  New  York  today 
and  goes  direct  to  Chicago  and  direct  to  Denver  and 
direct  to  Los  Angeles. 

Q.  Now,  don’t  you  agree  that  the  operation  you  con¬ 
duct  today  is  substantially  the  same?  A.  No,  I  don’t  agree 
at  all. 

Q.  Do  you  have  planes  practically  every  day  leaving 
the  Texas  area  for  New  York?  A.  No. 

Q.  You  do  not?  A.  We  do  not. 

Q.  Do  you  have  planes  leaving  the  New  York  area  for 
Los  Angeles  practically  every  day?  A.  Practically,  yes, 
sir;  a  different  amount  of  planes,  though. 

Q.  Do  you  have  planes  leaving  the  Midwestern  area  for 
either  New  York  or  Los  Angeles? 

Mr.  Morris:  I  object  to  the  repetition  of  things  that 
have  been  covered. 

Examiner  Cusick:  It  has  been  quite  fully  developed, 
Mr.  Gribbon.  I  think  the  position  of  Slick  is  clearly  spread 
out  on  the  record  in  answer  to  the  questions  that  were 
propounded  by  yourself  for  American. 

This  has  been  answered  several  times.  I  understand 
what  you  probably  would  like  to  have  for  the  answer,  but 
that  is  not  forthcoming.  I  think  the  position  of  the 

1471  parties  as  shown  on  the  record  is  such  that  I  will 
sustain  the  objection. 

By  Mr.  Gribbon: 

Q.  Mr.  Slick,  what  is  it,  if  anything,  that  prevents  you 
from  operating  a  flexible  service  today?  A.  Nothing  pre¬ 
vents  us  from  operating  a  flexible  service.  But  we  can’t 
advertise  to  the  public  or  hold  out  to  the  public  a  flexible 
service. 
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Q.  But  nothing  prevents  you  from  operating  a  flexible 
service  should  you  desire  to?  A.  No,  we  could  take 
twenty  airplanes  and  run  back  and  forth  from  New  York 
to  Chicago  and  New  York  to  Los  Angeles  as  far  and  as 
fast  as  we  could  run  them,  as  long  as  we  didn’t  hold  it 
out  to  the  public. 

Q.  Have  you  made  any  study  of  how  your  solicitation 
and  advertising  will  have  to  be  changed  if  you  become 
a  common  carrier?  A.  I  think  we  do  have  a  very  clear 
idea  of  how  it  is  going  to  have  to  be  changed. 

Q.  Would  you  be  prepared  to  testify  on  that,  or  is 
there  another  witness  on  that?  A.  1  will  testify  on  it 
for  a  while. 

Q.  What  have  been  the  factors  in  your  present  adver¬ 
tising  in  national  magazines  which  keep  that  from  being 
a  holding  out  to  the  public?  A.  We  think  it  is  more  of 
an  institutional  ad.  It  is  advertising  air  freight  in  general, 
the  possibilities  of  it.  And  I  think  it  has  aroused  a  lot  of 
people’s  interest  as  to  the  potentialities  and  possi- 
1472  bilities  of  air  freight. 

Q.  And  how  will  you  change  that  to  hold  out  to 
the  public?  A.  We  will  tell  them  what  time  we  are  going 
to  leave  and  what  the  rates  are,  in  our  advertising. 

Q.  So  you  feel  that  until  you  are  publishing  schedules 
you  are  not  holding  out  to  the  public?  A.  Fixed  sched¬ 
ules,  fixed  routes,  fixed  destinations,  and  departures:  all 
of  that  is  necessary,  to  hold  out  to  the  public. 

Q.  But  advertising  and  solicitation,  and  the  degree  of 
regularity —  A.  I  think  all  of  that  has  to  do  with  the 
common  carriers.  I  know  that  there  is  no  definite,  dis¬ 
tinct  line  between  the  contract  and  the  common  carrier. 
For  that  reason,  we  try  to  stay  way  on  the  right  side  and 
remain  a  contract  carrier. 

I  think  it  resolves  down  to  a  legal  argument  as  to  what 
is  a  common  and  what  a  contract  carrier. 


1743 


Excerpts  from  Testimony  of  Earl  F.  Slick 

Q.  I  don’t  want  to  get  you  on  that.  I  just  want  to  put 
the  facts  on  the  record.  You  stated  a  few  times  in  the 
hearing  that  the  air  freight  business  is  entirely  different 
from  the  air  passenger  business. 

What  has  been  the  extent  of  your  experience  in  the  ab 
freight  business?  A.  The  air  freight  business? 

Q.  Yes.  A.  We  started  this  idea  about  a  year  ago. 
Last  October  we  started  assembling  the  company. 

1473  Q.  And  what  is  your  experience  in  handling  pas¬ 
sengers  by  air?  A.  I  have  seen  passenger  lines  and 

talked  with  people  who  have  been  connected  with  them. 

Q.  So  it  is  essentially  your  air  freight  experience  rather 
than  your  experience  in  both  fields  that  leads  you  to  make 
the  assertion  that  air  freight  is  entirely  different  from  the 
carriage  of  passengers  by  air?  A.  I  don’t  know.  I  think 
that  is  an  argumentative  point,  whether  I  run  a  passenger 
line  or  not.  There  is  no  one  who  can  argue  both  sides. 

Q.  I  merely  wanted  to  establish  that  you  have  had  no 
experience  in  the  passenger  business.  A.  No,  I  haven’t 
been  connected  with  a  passenger  line. 

Q.  Now,  if  a  carrier  were  to  make  an  application  to  the 
Civil  Aeronautics  Board,  in  which  he  named  37  cities  and 
applied  for  authority  from  the  Civil  Aeronautics  Board  to 
carry  passengers,  mail,  and  property  between  those  37  cities 
and  any  other  city  within  a  given  area,  but  warned  the 
Board  ahead  of  time  that  he  was  going  to  provide  a  fixed 
schedule  only  between  twelve  of  those  cities:  Would  you 
see  any  difference  between  that  application  and  the  one 
you  are  presenting  in  this  proceeding?  A.  Absolutely. 
I  don’t  think  that  he  properly  could  serve  the  public. 

Q.  Do  you  think  he  could  serve  the  passengers  on  that 
basis?  A.  No,  I  think  that  is  one  of  the  fundamental 
differences  between  a  passenger  and  a  freight  business.  1 
think  the  passenger  requirements  are  considerably 

1474  different  from  the  freight  requirements. 

Q.  More  specifically,  what  are  those  requirements 
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that  make  it  feasible  to  run  a  demand  system  for  freight 
but  not  for  passengers?  A.  Well,  take  just  the  population 
of  a  demand  point,  for  instance.  Your  passenger  travel  in 
and  out  of  that  point  is  going  to  depend  upon  the  popula¬ 
tion  more  than  anything  else. 

There  shouldn’t  be  great  seasonal  variations  in  most 
of  them.  There  shouldn’t  be  too  many  peaks  up  and  down 
throughout  the  year,  from  cities  of  the  same  population. 

However,  in  freight  there  is  very  likely  to  be  seasonal 
demands  that  are  very  high  at  one  time  and  nil  at  another 
time. 

Q.  Well,  hasn’t  your  economic  expert  here  gone  along 
with  the  notion  that,  in  general,  freight  originates  and  is 
destined  to  the  places  where  the  population  is?  A.  No, 
I  don’t  believe  he  has.  He  can  testify  as  to  that,  but  it  is 
my  understanding  that  he  hasn’t  at  all. 

Q.  You  don’t  from  your  experience  feel  that  the  bulk  of 
the  freight  starts  and  ends  up  where  the  people  are?  A. 
I  would  say  it  is  a  combination  of  the  tw’o.  For  instance, 
I  vrould  say  the  perishable  shipments,  which  some  day  I 
hope  will  at  least  represent  50  per  cent  of  our  shipments, 
vrould  come  from  the  sparsely  populated  areas,  demand 
points. 

I  think  most  of  the  merchandise  and  machinery  and  man¬ 
ufactured  goods  would  come  from  the  populated 
1475  centers. 

Q.  All  twelve  of  the  principal  points  between 
which  you  seek  to  provide  a  service  are  metropolitan  cen¬ 
ters,  aren’t  they;  heavily  populated  centers?  A.  That  is 
correct. 

Q.  Do  you  think  there  would  be  any  difference  between 
the  demand  proposal  for  freight  service,  that  you  establish 
for  all  but  the  twulve  large  cities  in  your  area,  and  a 
provision  that  a  carrier  can  be  certificated  to  provide 
service  between  two  terminal  points  and  fifteen  intermedi- 
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ate  points,  but  would  be  required  to  stop  at  those  inter¬ 
mediate  points  only  when  fifteen  passengers  were  available 
to  be  picked  up?  Is  there  a  fundamental  difference  between 
that  proposal  and  your  proposal  in  this  proceeding? 

Mr.  Morris:  I  don’t  believe  that  is  a  relevant  question, 
Mr.  Examiner. 

Mr.  Gribbon:  I  believe  that  is  quite  relevant,  Mr.  Ex¬ 
aminer.  This  application  has  been  put  upon  the  proposition 
that  freight  operations  call  for  something  entirely  differ¬ 
ent  from  passenger  operations;  that  this  flexible-fixed  sys¬ 
tem  is  something  new. 

Mr.  Morris:  I  will  withdraw  my  objection. 

Examiner  Cusick:  All  right.  The  Witness  may  answer. 

The  Witness:  Well,  it  is  hard  to  compare  the  passenger 
service,  like  that,  with  the  freight  service.  As  I  brought 
out  all  along,  I  think  that  our  plan  proposes  a  way  to  ade¬ 
quately  serve  the  shipper. 

And  it  is  practically  the  only  plan  that  we  could  work 
out  that  would  give  adequate  service  to  the  shippers  in 
the  small  cities,  where  regular  service  would  be  uneco¬ 
nomical  to  the  shipper  as  a  whole. 

1476  By  Mr.  Gribbon: 

Q.  Do  you  think  that  the  condition  of  passenger  opera¬ 
tions  that  I  suggested  in  my  preceding  question  would  pro¬ 
vide  adequate  service  to  the  passengers  in  the  small  com¬ 
munities?  A.  Well,  I  think  that  probably  as  to  the  passen¬ 
ger  lines,  they  didn’t  ask  to  serve  too  many  places  that 
weren’t  going  to  be  productive. 

I  knew  the  populations  of  the  cities  they  asked  to  service, 
and  they  knew  approximately  what  their  inbound  and  out¬ 
bound  traffic  was  going  to  be,  if  they  asked  to  serve  those 
cities. 

However,  in  the  freight  business,  if  we  take  El  Centro, 
as  an  example,  there  could  be  a  very  great  freight  tonnage 
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out  of  there  one  month  or  two  months,  and  it  could  be 
nothing  the  rest  of  the  year. 

And  if  they  had  bad  weather  down  there,  it  could  be  noth¬ 
ing  for  a  whole  year  at  a  time.  Yet  1  think  that  that  shipper 
at  El  Centro  should  have  his  service.  And  the  only  way 
that  could  be  done,  as  I  see  it,  is  on  this  flexible-demand 
point  system. 

Q.  Then  your  position  substantially  would  be  that  all 
of  the  smaller  cities  served  by  the  passenger  carriers  pay 
their  own  way;  that  they  produce  sufficient  revenue?  A. 
I  can’t  argue  with  respect  to  the  passenger  carriers.  I  don’t 
know  what  their  financial  returns  are  from  the  smaller 
cities. 

Of  course,  another  thing  that  has  to  be  considered  in 
this  is  that  we  are  trying  to  offer  an  economic,  self-sus¬ 
taining  operation,  and  I  think  that  all  the  passenger 
1477  carriers  have  had  the  mail  to  support  these  small 
cities  that  “were  offered  the  service.  And  we  cer¬ 
tainly  could  operate  in  and  out  of  unproductive  areas  too, 
if  we  thought  that  was  necessary,  but  we  think  that  the 
best  interests  of  the  public  can  be  served  by  not  having 
mail  and  yet  having  it  economically  self-sufficient. 

And  this  is  our  plan. 

Q.  You  w’ould  prefer  not  to  take  on  the  burden  of  serv¬ 
ing  the  smaller  cities  on  a  fixed  schedule  basis.  You  would 
prefer  to  do  it  the  way  you  suggest?  A.  I  think  it  is  prac¬ 
tically  economically  impossible  to  serve  El  Centro  360  days 
a  year  with  regular  service  when  you  pick  up  there  two 
weeks  out  of  the  year. 

Q.  That  would  be  true,  then,  I  take  it,  of  all  but  your 
twelve  cities  at  the  present  time?  A.  No,  I  wouldn’t  say 
all  but  twelve.  We  plan  to  increase  this  number  as  the 
freight  is  there.  The  freight  hasn’t  been  developed  to  that 
extent.  We  have  developed  it  to  a  large  extent.  In  the 
principal  cities  there  is  more  immediate  tonnage  available. 
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However,  some  of  these  smaller  centers  might  have  man¬ 
ufactured  goods  very  readily.  For  instance,  there  might 
be  a  good  factory  producing  a  nice  amount  of  tonnage,  that 
goes  the  year  around,  that  we  don’t  know  about  and  no  one 
else  knows  about  at  present,  and  we  would  want  to  make 
that  a  principal  point. 

Q.  But  at  the  present  time  only  these  twelve  out  of  the 
areas  you  have  selected  do  you  consider  as  producing 
1478  enough  volume  to  support  fixed  schedules.  That  is 
the  basis  for  the  selection?  A.  That  is  the  basis; 
yes,  sir.  I  think  there  could  very  easily  be  more  than  twelve. 

•  *  #  •  * 

Cross  Examination 
By  Mr.  Peyser: 

Q.  Mr.  Slick,  there  are  a  couple  of  points  that  I  am  not 
clear  about.  I  will  try  not  to  repeat  anything. 

On  your  Exhibit  35A,  you  show  such  points  as  Knoxville 
and  Grand  Island.  A.  Those  are  operational  stops. 

Q.  You  call  them  operational  stops.  Does  that  mean  a 
sort  of  an  intermediate  point?  A.  It  is  where  you  get  gas 
if  you  have  to  have  it. 

Q.  Oh,  you  are  not  going  to  serve  those  points?  A.  No, 
sir. 

Q.  In  connection  with  your  fixed  schedules,  would  you 
serve  each  point  named  on  those  fixed  schedules  regardless 
of  the  fact  that  you  had  no  freight  to  deliver  or  nothing 
to  pick  up  at  that  point?  A.  We  would.  We  offer  that 
service. 

Q.  For  instance,  on  this  Flight  17,  from  San  Antonio, 
you  would  stop  at  Houston,  Dallas,  Fort  Worth,  regardless 
of  whether  or  not  you  had  freight  at  those  points?  A. 
That  is  correct.  We  picked  these  principal  points  with  the 
anticipation  that  there  would  always  be  freight  there.  Oc¬ 
casionally  there  might  not  be. 
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1479  Q.  I  understand.  But  there  would  be  no  variation 
from  that  at  all?  A.  Well,  this  is  our  proposed 

schedule  of  operation,  and  I  don’t  see  any  variation,  unless 
the  Board  wanted  to  change  it  for  some  reason. 

Q.  But  this  is  your  plan?  A.  That  is  right.  This  is  our 
proposed  plan. 

Q.  Mr.  Slick,  in  the  case  of  a  thousand  pounds  given  to 
you  at  Detroit,  five  hundred  pounds  of  which  would  go  to 
San  Antonio  and  five  hundred  pounds  to  Corpus  Christi : 
how  would  you  move  that  thousand  pounds?  A.  We  would 
take  the  thousand  pounds,  if  it  was  agreeable  to  the  shipper, 
to  San  Antonio,  and  truck  five  hundred  of  it  to  Corpus 
Christi;  or  else  we  couldn’t  accept  the  shipment. 

Q.  You  would  turn  it  over  to  a  motor  carrier  or  another 
carrier — air  carrier?  A.  Yes,  or  railroads,  or  whatever 
is  most  agreeable  to  the  shipper. 

Q.  And  suppose  you  had  a  thousand  pounds,  all  of  which 
went  to  Corpus  Christi?  A.  We  would  deliver  it. 

Q.  And  you  would  deliver  it,  then,  by  flexible  schedule? 
A.  That  is  correct. 

Q.  Mr.  Slick,  as  I  understand  your  testimony  and  this 
application,  you  do  not  seek  authority  to  transport  mail? 
A.  That  is  correct.  We  do  not. 

1480  Q.  But  I  note  in  your  charter  that  your  charter 
authorizes  your  company  to  transport  mail.  Have 

you  any  comment  about  that?  A.  I  have  none. 

Q.  Is  it  possible,  if  you  receive  a  certificate  of  conve¬ 
nience  and  necessity  in  this  proceeding,  that  you  might 
later  ask  the  Board  to  give  you  authority  to  transport  mail  ? 
A.  I  doubt  it  very  seriously.  We  have  no  thoughts  as  to 
transporting  either  mail  or  passengers.  We  believe  in 
transporting  freight;  believe  that  it  is  self-sustaining,  and 
that  it  will  be  unnecessary  to  ask  for  passengers  or  mail. 

Q.  Do  you  believe  that  the  type  of  operation  for  whicli 
you  have  requested  authority  does  not  fit  in  with  the  trans- 
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portation  of  mail?  A.  It  might  fit  in  with  the  transporta¬ 
tion  of  mail,  but  I  don’t  believe  it  would  fit  in  with  the  re¬ 
quirements  of  the  shippers. 

Q.  — and  the  carriage  of  mail,  both;  is  that  what  you 
mean?  A.  Sir? 

Q.  You  mean  it  would  not  fit  in  with  the  requirements 
of  shippers  and  the  transportation  of  mail,  both?  A.  1 
don’t  think  the  two  fit  together  too  well. 

Q.  In  several  places  in  your  Exhibit  6,  I  notice  you  refer 
— particularly  with  respect  to  page  IS — to  the  type  of  cer¬ 
tificate  issued  to  motor  carriers  under  the  Interstate  Com¬ 
merce  Act,  as  a  flexible  certificate,  and  as  a  precedent  for 
the  type  you  are  interested  in  in  this  proceeding. 
1481  To  what  extent  did  your  thinking  of  and  developing 
of  this  idea  and  plan  of  service  grow  out  of  the 
practices  and  the  precedents  created  under  the  Motor  Car¬ 
rier  Act?  A.  Not  to  a  great  extent.  We  thought  about 
and  worked  on  this  area  theory  from  the  point  of  view  of 
the  shipper,  and  of  a  self-sustaining  operation. 

Then  later,  upon  investigation,  we  found  that  it  had  been 
used  in  other  places.  But  it  grew  out  of  what  we  thought, 
were  the  requirements  of  air  freight. 

Q.  Are  you  familiar  with  the  classification  of  motor  car¬ 
riers  by  the  Interstate  Commerce  Commission?  A.  No, 
I  am  not. 

Q.  Are  you  familiar  with  the  practices  of  the  Interstate 
Commerce  Commission  in  issuing  orders  for  what  they 
call  “irregular  route  authority,,T  A.  I  have  heard  of  them : 
yes,  sir. 

Q.  I  think  you  have  some  in  some  of  your  exhibits.  A. 
That  is  in  the  supplemental. 

Q.  That  is  Exhibit  50. 

Under  the  practices  of  the  Interstate  Commerce  Com¬ 
mission,  the  restrictions  are  put  upon  commodities  as  well 
as  on  the  area  of  service. 
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And  the  more  you  restrict  the  commodity,  the  wider  the 
field  of  service.  Now,  I  just  wanted  to  call  your  attention 
to  this  Carolina  Freight  Carrier's  Corporation,  where  the 
commodities  are  restricted  to  cotton  yarn  and  linoleum, 
and  in  the  other  case  to  household  goods. 

Would  you  be  willing  in  this  case  for  the  Civil  Aeronau¬ 
tics  Board  to  restrict  the  authority  that  it  grants  you 

1482  to  particular  commodities  for  which  it  found  there 
was  a  need  for  service1?  A.  I  can't  imagine  any 

commodity  that  would  support  an  airline. 

Q.  You  feel  that  you  need  general  commodities.  A.  Ab¬ 
solutely. 

Q.  Generally  speaking,  are  the  commodities  shown  in 
your  Exhibit  32C  the  advertisers  of  commodities  that  you 
would  expect  to  carry  in  the  future?  A.  That  list  is  ever¬ 
growing,  depending  upon  the  rates  entirely.  I  think  there 
is  going  to  be  a  progressive  development  of  air  freight.  I 
think  we  are  going  to  have  more  suitable  airplanes. 

I  think  the  rates  are  going  to  continue  to  come  down. 
And  I  think  the  list  of  commodities  is  almost  unlimited. 

Q.  What  do  you  list  under  general  merchandise?  A. 
132B? 

Q.  Yes.  A.  Clothing,  all  kinds  of  woven  goods,  soft 
goods. 

Q.  Dry  goods,  so  to  speak?  A.  Dry  goods,  yes. 

Q.  Also  under  the  Interstate  Commerce  Act,  there  is  a 
distinction  between  the  truckload  carrier  and  the  carrier 
of  general  commodities,  who  is  regarded  under  that  Act 
as  a  regular  carrier. 

Now,  in  your  case,  would  you  say  that  what  you  are  seek¬ 
ing  is  authority  to  haul  volume  traffic  rather  than  small 
merchandise  traffic,  small  shipments?  A.  No,  I  would  say 
we  would  serve  the  regular  shipper  of  air  freight. 

1483  Q.  Regardless  of  quantity?  A.  That  is  correct. 
We  have  a  minimum  charge  of  one  hundred  pounds, 
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but  as  I  said  before,  we  expect  that  there  will  be  con¬ 
solidators  or  forwarders  or  some  such,  to  serve  the  regular 
small  shipper. 

Q.  Has  it  also  been  your  experience  under  the  Motor 
Carrier  Act  that  the  motor  carriers,  seldom  when  they 
found  it  was  unprofitable,  sent  their  large  trucks  to  pick 
up  small  shipments?  A.  I  think  that  is  probably  correct. 
And  we  anticipate  at  some  time  having  more  than  one  size 
airplane. 

I  think  the  “46”  will  be  good  for  some  time  on  demand 
points,  and  maybe  on  principal  runs  we  will  have  the  larger 
type  faster  airplane;  more  economical. 

Q.  And  in  that  type  of  operation,  would  you  send  these 
pickup  and  delivery  planes  to  pick  up  these  small  quan¬ 
tities  and  bring  them  into  the  central  point?  A.  No,  not 
necessarily.  That  is  not  anticipated  now. 

Q.  On  your  page  16  of  Exhibit  6,  you  emphasize  this 
statement  by  italics :  “The  relatively  slow  growth  of  freight 
traffic  up  to  the  beginning  of  this  year  was  evidently  due 
to  a  lack  of  service  rather  than  to  a  lack  of  demand.”  A. 
That  is  correct. 

Q.  And  on  your  Exhibit  32,  you  show  that  75  per  cent 
of  the  efforts  of  your  salespeople  were  spent  in  missionary 
and  educational  activities.  A.  That  is  what  I  mean  by 
“service”  in  Exhibit  6. 

1484  Q.  Do  you  see  anything  inconsistent  in  those 
statements?  A.  No,  sir.  I  believe  that  the  demand 
was  there ;  that  it  had  to  be  educated,  serviced,  given  proper 
service;  but  I  think  it  was  available  for  any  carrier  who 
would  have  done  that. 

Q.  Just  had  to  be  prodded  a  little  bit;  is  that  it?  A. 
That  is  right. 

Q.  Do  you  still  stand  by  the  statement  at  the  top  of  page 
16  that  “The  air  freight  service,  which  has  emerged  since 
the  end  of  the  war,  represents  an  entirely  new  type  of 
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transportation  and  must  be  considered  as  such”  ?  A.  I  do. 
As  far  as  I  know,  there  wasn’t  any  air  freight  service  to 
speak  of  before  the  war. 

Q..  What  sort  of  communication  system  do  you  expect 
to  have  between  your  principal  points  and  your  demand 
points?  A.  I  will  let  Mr.  Dunlap  testify  as  to  that.  That 
is  in  operation. 

Q.  In  connection  with  your  Exhibit  25,  1  have  just  one 
question.  Since  that  exhibit  was  prepared,  you  have  a 
supplemental  exhibit  showing  that  you  have  been  authoriz¬ 
ed  to  issue  additional  stock.  A.  That  is  right. 

Q.  Now,  have  your  plans  for  financing  taken  any  more 
concrete  form  than  is  shown  by  that  exhibit?  A.  We  intend 
to  follow  this  statement  of  anticipated  financing  as  present¬ 
ed  in  the  exhibit.  As  I  said  yesterday,  we  are  preparing 
the  registration  now. 

1485  Q.  Would  you  take  a  look  at  your  Exhibit  52,  page 
5? 

I  would  like  you  to  compare  vour  volume  of  traffic  mov¬ 
ing  between  the  Southwest  and  the  Eastern  points.  Does 
that  not  show  a  load  factor  northbound  much  smaller  than 
southbound;  in  fact  5  to  1?  A.  That  is  correct.  I  am  pret¬ 
ty  sure  it  is  around  50  percent  load  factor  going  northbound. 
Coming  into  the  Texas  area,  it  is  possibly  a  hundred  per 
cent  load  factor. 

Q.  Could  you  have  it  that  great,  considering  the  ratio 
is  5  to  1  in  the  amount  of  traffic  being  carried?  A.  I  don’t 
know  -what  the  exact  figures  are.  I  can  get  them  on  each 
section  of  flight.  As  I  say,  I  am  pretty  sure  it  is  around 
50  per  cent 

I  don’t  know  what  it  is,  but  it  hasn’t  been  far  below- 
that,  if  it  has  gone  below. 

Q.  Looking  also  at  the  difference  in  the  load  factor  and 
the  load  carried  between  the  Texas  area  and  California, 
which  is  about  22  to  1  into  Texas  as  compared  with  out¬ 
bound —  A.  That  is  correct. 


1753 


Excerpts  from  Testimony  of  Earl  F.  Slick 

Q.  — taking  into  consideration  the  losses  that  you  say 
you  have  incurred  in  the  Texas  operation,  and  this  tremen¬ 
dously  unbalanced  load  factor,  can  you  say  that  the  record 
of  your  operation  shows  a  need  for  service  between  the 
Southwest  and  those  areas?  A.  Absolutely.  I  am  more 
convinced  of  the  potential  in  Texas;  as  I  said  yesterday, 
it  is  not  an  immediate  potential,  but  it  needs  some  active 
development,  and  it  will  develop. 

1486 

*  #  *  •  * 

Cross  Examination 
By  Mr.  Verner: 

Q.  Mr.  Slick,  I  take  it  that  the  schedule  on  page  265,  in 
so  far  as  it  shows  the  scheduled  service  between  Chicago 
and  St.  Louis,  does  not  refer  to  a  traffic  service.  That  is  an 
operational  stop  in  St.  Louis,  is  it?  A.  No.  St.  Louis  is 
one  of  our  principal  points. 

Q.  Would  you  carry  traffic  between  Chicago  and  St. 
Louis?  A.  No,  it  would  be  in  and  out.  It  would  be  either 
coming  in  from  the  Eastern  area  or  the  Western  area. 

Q.  You  would,  however,  provide  a  regular  service  be¬ 
tween  Houston  and  Chicago,  between  Houston  and  St. 
Louis,  and  between  Houston  and  Detroit,  under  these  sched¬ 
ules?  A.  That  is  correct. 

Q.  You  have  indicated  in  earlier  cross  examination  that 
the  Texas  area  has  not  been  perhaps  as  productive  as  some 
of  the  other  areas.  A.  Up  to  this  time,  it  hasn’t. 

Q.  What  has  been  your  experience  with  respect  to  traffic 
between  Houston,  specifically,  and  the  points  I  have  just 
listed?  A.  To  date,  we  haven’t  had  a  sales  office  in  Hous¬ 
ton  for  a  considerable  time,  but  I  would  say  that  practically 
all  the  freight  out  of  Houston  has  gone  to  the  East  Coast. 

I  am  not  certain  of  that,  but  that  is  my  belief. 
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Q.  On  page  16,  in  the  third  paragraph,  you  say 

1487  that  “Despite  the  availability  of  suitable  aircraft 
over  a  period  of  many  years,  the  certificated  carriers 

made  little  or  no  effort  to  educate  the  public  in  the  eco¬ 
nomic  advantages  of  air  freight  or  to  develop  the  potential 
which  we  now  know  to  have  been  long  present.’’  A.  That 
is  correct. 

Q.  When  did  you  stumble  upon  that  fact?  A.  1  think 
our  whole  operation  proves  that  when  in  eight  months  you 
develop  seven  million  ton-miles — 

Mr.  Verner:  I  want  an  answer  to  my  question  directly. 

Examiner  Cusick:  The  question  was :  When  did  you 
first  learn  of  this  fact  that  is  stated  in  the  exhibit? 

The  Witness:  We  learned  that  the  air  freight  was  there 
as  soon  as  we  started  operating. 

By  Mr.  Verner: 

Q.  Which  was  when ?  A.  It  was  in  full-fledged  operation 
on  the  1st  of  May. 

Q.  And  prior  to  that  time,  you  had  done  no  pioneering  in 
the  business?  A.  We  had  had  salesmen  out  since  Decem¬ 
ber. 

Q.  1945?  A.  That  is  correct. 

•  *  *  •  • 

1488 

#  *  *  •  • 

Q.  Is  there  any  way,  so  far  as  you  know,  that  the  Board 
or  the  Examiner  could  determine  the  number  of  route  miles 
that  would  be  awarded  you  if  it  awarded  you  a  flexible 
scheduled  route  between  areas?  A.  Not  to  the  mile;  I 
doubt  if  they  could. 

Q.  Now,  in  connection  with  pages  22  and  23,  I  suppose 
that  the  authorization  you  seek  would  permit  any  town 
named  on  here,  with  adequate  airport  facilities,  to  be  em¬ 
ployed  as  a  demand  stop,  wouldn’t  it?  A.  Not  only  the 
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towns  named  on  there;  there  might  be  some  others  that 
have  adequate  airport  facilities. 

Q.  And  as  adequate  airport  facilities  become  available, 
your  authority  would  extend  to  these  new  airport  facilities? 
A.  That  is  correct. 

Q.  Now,  would  you  explain  to  me  how,  on  a  flexible  sched¬ 
ule  service,  you  could  operate  a  trip  between,  for  instance, 
the  Middle  West  industrial  area  and  the  Texas  area,  which 
trip  would  pick  up  cargo,  say,  at  Ann  Arbor,  Grand  Rapids, 
Janesville,  and  Champaign,  in  the  Middle  West  industrial 
area,  and  Ozona,  Uvalde,  Edinburg,  and  Highland  Park, 
in  the  Texas  area? 

Just  outline  for  us  generally  how  you  would  operate  such 
a  schedule.  A.  There  wouldn’t  be  one  airplane  doing  it. 
If  there  were  that  many  pickups,  I  am  sure  it  would  require 
two  or  three  airplanes  to  accomplish  that. 

Q.  Assuming  that  each  pickup  was  for  a  thousand 
pounds,  how  many  airplanes  do  you  think  it  would  take 
for  you  to  provide  that  operation?  A.  There  would 
1489  probably  be  some  originating  cargo  at  our  principal 
points  also. 

The  flexible  schedules  start  at  the  principal  points,  so 
you  would  probably  run  two  or  three  planes  out  of  your 
principal  points,  on  the  flexible  schedule,  an  extra  section. 

Q.  In  order  to  give  me  a  better  understanding  of  this, 
I  wonder  if  you  would  take  a  principal  point  in  the  Mid¬ 
west  industrial  area  and  show  me  how  any  one  of  those 
schedules  you  are  talking  about  would  be  operated?  A. 
Well,  I  think  that  really  it  is  an  operational  problem. 

Mr.  Verner:  I  would  like  to  have  this  question  answered, 
if  I  can,  Mr.  Examiner,  for  the  reason  that  he  has  attempted 
all  during  his  testimony  to  explain  the  difference  between 
these  services. 

I  think  this  might  tend  to  clear  it  up,  if  I  could  have  an 
explanation  from  him. 
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The  Witness :  I  think  it  would  probably  be  better  to  get 
a  blackboard  and  let  Mr.  Dunlap  present  that  to  you. 

By  Mr.  Verner: 

Q.  Can  you  explain  it?  A.  Certainly  I  can. 

Q..  Will  you  go  ahead,  then?  A.  Where  do  you  want  to 
go? 

Q.  I  listed  several  points  in  the  Midwest  industrial  area. 
I  will  repeat  them  if  you  want  me  to.  A.  I  will  appreciate 
it 

Q.  All  right.  Take  Janesville — 

1490  I  can  show  them  to  you  more  easily. 

Examiner  Cusick:  Call  them  out  for  the  record. 

Mr.  Verner :  I  have  already  put  them  in  the  record. 

The  Witness:  We  would  have  a  plane  leave  Detroit, 
stop  at  Ann  Arbor — this  is  a  tentative  schedule,  now,  which 
could  be  varied  in  several  ways. 

It  would  go  from  Ann  Arbor  to  Grand  Rapids,  depending 
on  where  the  destination  of  that  cargo  was.  It  all  has  to 
be  coordinated,  depending  on  whether  the  Grand  Rapids 
cargo  is  going  to  Uvalde  and  the  Ann  Arbor  cargo  is  going 
to  Uvalde,  probably  making  those  stops  and  going  to 
Uvalde  and  then  to  San  Antonio  with  that  airplane. 

The  same  way  with  Janes  ville-Champaign.  We  are  only 
anticipating  two  stops  on  each  flexible  schedule,  and  we 
would  possibly  run  another  plane  to  Janesville  and  to 
Champaign  and  on  down  to  Texas. 

Q.  Do  you  anticipate  that  the  load  factors  will  be  suffi¬ 
cient  on  these  flexible  schedules  so  that  by  stopping  at  two 
demand  points  your  return  will  be  sufficient  to  assure  you 
of  a  profit  or  at  least  that  you  will  break  even?  A.  That 
is  right. 

Q.  Is  there  anywhere  in  the  record  statements  made  as 
to  the  extra  allowance  which  will  be  necessary  in  order  to 
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provide  this?  A.  There  is.  I  stated  several  times  that 
there  is,  I  think. 

•  *  *  •  * 

1508 

•  #  #  •  * 

Cross  Examination 
By  Mr.  Verner: 

Q.  Mr.  Slick,  will  you  refer  again  to  page  20?  A.  Yes, 
sir,  I  have  it. 

Q.  How  were  the  mileages  shown  on  that  map  derived  ? 
A.  I  couldn’t  answer  that  I  think  Mr.  Dunlap  can  answer 
it.  I  would  say  it  is  on  the  Great  Circle  Route  between 
areas,  but  I  am  not  sure  of  that  answer. 

Q.  Mr.  Dunlap  is  the  proper  person  for  that.  Re- 

1509  ferring  to  page  22  and  23,  at  the  close  of  the  session 
yesterday  you  had  outlined  to  me  generally  how  you 

w’ould  operate  certain  of  the  flexible  schedules  between  the 
Midwest  industrial  area  and  the  Texas  area  in  order  to 
provide  service  to  the  points  which  I  enumerated  to  you. 

Now,  suppose  you  were  to  add  an  additional  point  in 
each  area;  for  instance,  Springfield,  in  the  southeast  corn¬ 
er  of  the  Lake  Michigan  area,  and  Rockport,  which  is  north 
of  Corpus  Christi,  in  the  Texas  area. 

Suppose  that  each  of  those  two  points  had  a  thousand 
pounds  of  cargo  available  for  you.  How  w’ould  you  provide 
service  to  them?  A.  We  vrould  probably  add  an  additional 
schedule. 

Q.  Now,  your  schedules  as  set  out  in  your  exhibits  con¬ 
template,  at  present  at  least,  two  flexible  schedules  daily 
between  the  Middle  West  industrial  area  and  the  Texas 
area,  and  I  assume  that  your  expenses  are  based  on  such 
a  schedule.  A.  That  is  correct. 

Q.  Now,  in  view  of  the  fact  that  you  would  only  try  to 
serve  two  demand  points  on  each  such  schedule,  then  when- 
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ever  you  h^d  an  additional  demand  point  you  would  have 
to  set  up  an  additional  schedule,  would  you  not!  A.  It 
would  depend  on  what  would  be  economically  the  most 
sound;  whether  it  would  be  more  economical  to  make  a 
third  stop  or  set  up  an  additional  schedule. 

However,  we  anticipated  schedules  proposed  would  be 
adequate  to  take  care  of  the  proposed  tonnage,  the  antici¬ 
pated  tonnage  that  we  would  be  offered  at  this  time,  and 
that  we  would  be  able  to  serve  the  demand  points 
1510  requiring  it. 

However,  if  more  freight  develops  faster  than  we 
anticipate,  we  anticipate  to  give  the  necessary  service. 

Q.  Based  on  what  I  understood  from  you  yesterday, 
though,  your  general  procedure  would  be  to  inaugurate  an 
additional  schedule  whenever  one  additional  demand  point 
demanded  service.  A.  That  is  correct. 

Q.  And  you  couldn’t  tell  from  day  to  day  how  that  would 
happen,  could  you?  A.  No,  I  think  the  -whole  thing  would 
have  to  be  coordinated. 

Q.  In  other  words,  on  any  particular  day  you  might  have 
a  demand  for  service  from  only  two  points,  two  demand 
points,  or  you  might  have  a  demand  for  service  from  five 
or  six  demand  points.  A.  That  is  correct.  It  would  be 
possible. 

Q.  And  you  would  have  to  have  aircraft  standing  by 
to  provide  that  service,  wouldn’t  you  ?  A.  I  think  we  would 
have  to  have  a  certain  amount  of  aircraft  to  run  extra 
sections.  It  is  more  or  less  like  I  think  has  been  done  in 
the  passenger  business:  to  add  extra  sections  to  schedules. 

Q.  But  you  would  have  to  have  aircraft  standing  by  to 
provide  that  service  if  you  provided  it.  A.  Yes,  and  we 
would  provide  the  service. 

Q.  In  answer  to  some  questions  that  were  propounded 
to  you  yesterday,  you  indicated  that  if  the  total  freight 
shipment  at  any  demand  point  was  one  thousand  pounds 
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or  in  excess  of  one  thousand  pounds,  you  would 

1511  make  the  stop?  A.  That  is  true. 

Q.  Is  that  true  regardless  of  the  destination  of  the 
particular  freight?  A.  I  think  it  was  brought  out  yesterday 
in  a  question  that  was  asked  me:  Supposing  there  was  a 
thousand  pounds  at  a  demand  point,  and  five  hundred 
pounds  was  going  to  another  demand  point  in  another  area, 
and  five  hundred  pounds  was  going  to  a  separate  demand 
point;  in  other  words,  a  thousand-pound-shipment  would 
be  going  to  two  demand  points. 

And  I  stated  yesterday  that  we  would  not  stop  at  these 
two  demand  points  for  the  five  hundred  pounds  apiece,  but 
we  would  make  the  delivery  of  the  thousand  pounds  to  the 
nearest  principal  point  and  forward  it  by  other  means  of 
transportation. 

Examiner  Cusick:  Before  you  go  on  with  that,  it  was 
my  understanding  yesterday,  Mr.  Slick,  that  you  would 
drop  five  hundred  pounds  of  the  thousand-pound  shipment 
at  a  demand  point  and  then  would  send  the  remaining  five 
hundred  pounds  by  surface  carrier. 

The  Witness :  That  is  correct,  Mr.  Examiner.  We  would 
drop  a  thousand  pounds  at  the  nearest  point  to  the  demand 
point,  and  then  ship  by  another  carrier. 

In  other  words,  if  these  two  demand  points  were  close 
together,  we  would  drop  the  thousand  pounds  at  one  of 
them  and  ship  by  another  carrier  to  the  other. 

If  they  were  apart — far  apart — we  would  drop  the  thou¬ 
sand  pounds  at  the  nearest  principal  point  or  station  to 

these  demand  points  and  ship  by  another  carrier. 

1512  Examiner  Cusick:  Thank  you.  All  right,  Mr. 

Verner. 

By  Mr.  Verner: 

Q.  Referring  again  to  page  22,  supposing  that  in  Uvalde, 
Texas,  you  have  a  thousand  pounds  of  accumulated  cargo, 
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five  hundred  pounds  of  which  is  destined  to  the  West  Coast, 
and  five  hundred  pounds  of  which  is  destined  to  the  Mid¬ 
central  or  Midwest  industrial  area :  How  would  you  handle 
such  a  shipment?  A.  We  would  pick  up  a  thousand  pounds 
and  transload  five  hundred  pounds,  if  it  was  going  to  the 
West  Coast,  at  one  of  the  principal  points. 

Q.  And  which  principal  point  would  it  be,  under  such 
a  circumstance?  A.  I  imagine  the  five  hundred  pounds 
of  cargo  going  to  the  West  Coast  would  be  transloaded  at 
Dallas,  and  if  the  shipment  was  going  East,  five  hundred 
pounds  would  remain  on  the  ship. 

Five  hundred  pounds  of  the  total  cargo  would  be  trans¬ 
ferred. 

Q.  There  would  be  a  back-haul  as  far  as  the  shipment 
going  to  the  West  Coast  is  concerned,  from  Uvalde  to  Dal¬ 
las,  wouldn’t  there?  A.  Not  necessarily  so.  Our  flexible 
schedule  would  probably  run  through  several  other  points 
in  the  Texas  area. 

Q.  But  at  least  it  would  have  to  go  back  to  Dallas?  A. 
Unless  the  shipment  were  on  its  way  to  the  West  Coast, 
yes,  sir.  If  there  would  be  a  transload,  it  would  go  to 
Dallas  and  transload. 

1513  Q.  Which  would  mean  that  instead  of  flying  the 
most  direct  course  from  Uvalde  to  the  West  Coast, 
you  would  be  back-hauling  to  Dallas,  with  additional  mile¬ 
age,  and  then  taking  the  shipment  from  there  to  the  West 
Coast?  A.  That  is  correct.  We  don’t  think  that  Uvalde 
at  present  will  produce  enough  freight  to  justify  a  direct 
service  from  Uvalde  to  the  West  Coast.  We  think  we  are 
giving  them  enough  service,  and  more  service  than  they 
have  ever  had  before  in  the  past. 

Q.  But  on  the  question  I  asked,  the  back-haul  would  be — 
A.  There  would  be  a  back-haul  or  a  light  load  factor  pos¬ 
sible;  possibly  not. 

Q.  Now,  on  these  flexible  schedules,  would  the  same  prin- 
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cipal  terminal  points  be  used  on  each  trip?  A.  The  prin¬ 
cipal  points  are  outlined;  yes,  sir.  The  principal  points 
don’t  change  unless  we  make  a  demand  point  a  principal 
point. 

Q.  There  are  generally  more  than  two  principal  points 
in  an  area,  aren’t  there?  A.  Yes,  sir. 

Q.  All  right.  On  your  schedules  which  are  shown  in 
your  exhibits,  which  contemplate  two  daily  schedules  be¬ 
tween  the  Middle  West  industrial  area  and  the  Texas  area, 
you  couldn’t  originate  those  schedules  at  more  than  two 
principal  points  in  that  area,  could  you  ?  A.  I  don’t  under¬ 
stand  the  question. 

Q.  There  are  two  schedules  shown  between  the  Middle 
West  industrial  area  and  the  Texas  area.  As  I  under- 
1514  stand  you,  there  are  more  than  two  principal  points 
in  the  Midwest  industrial  area.  A.  That  is  correct. 
There  are  more  than  two. 

Q.  How  would  you  determine  which  principal  points  you 
would  originate  those  schedules  at?  A.  I  think  our  sched¬ 
ule  is  laid  out  for  all  our  fixed  schedules  in  the  exhibit. 

Q.  I  am  talking  now  about  your  flexible  schedules.  A. 
I  would  say  that  the  flexible  schedules  would  originate  at 
a  base  station,  where  the  flight  would  terminate  for  main¬ 
tenance. 

Q.  They  would  originate  at  a  base  station,  and  then  I 
suppose  they  would  pick  up  one  or  more  of  the  principal 
points.  A.  That  is  correct. 

Q.  Well  now,  under  those  circumstances,  is  there  any 
reasonable  way  that  a  shipper  can  determine  the  approxi¬ 
mate  time  of  day  when  he  can  expect  his  shipment  to  be 
picked  up?  A.  Yes,  sir,  I  think  it  could  be  determined  very 
readily. 

Q.  Will  you  explain  to  the  Examiner  how  that  could  be 
done?  A.  I  think  I  have  explained  it  several  times:  That 
the  departure  is  set,  leaving  this  area — and,  as  I  said,  we 
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won’t  be  on  a  minute-to-minute  schedule,  because  the  de¬ 
mand  points  will  change;  but  with  an  approximate  sched¬ 
ule  we  can  estimate  the  landing  time  at  a  demand  point  or 
a  principal  point. 

1515  Q.  Well  now,  your  schedules  contemplate,  as  you 
just  said,  leaving  a  particular  area  at  a  particular 

time.  Does  that  mean  crossing  a  boundary  point  of  that 
area?  A.  1  would  say  it  would  mean  leaving  a  base  station. 

Q.  Then,  that  is  what  you  mean  to  convey  by  the  sched¬ 
ules  you  have  set  forth  in  your  exhibits  ?  A.  That  is  cor¬ 
rect. 

Q.  Therefore,  if  you  had  to  pick  up  in  the  same  area 
one  or  two  principal  points,  and  perhaps  a  demand  point, 
and  then  you  had  to  go  to  the  area  of  destination  and  stop 
at  one  or  two  demand  points  and  one  or  two  principal 
points,  there  is  no  way  the  shippers  could  know  -when  their 
shipments  would  originate  or  destinate,  is  there!  A.  Not 
exactly.  We  could  give  an  estimate  of  it,  as  we  plan  the 
flights,  and  notify  our  agents  as  to  the  arrival  and  depar¬ 
ture  time. 

Q.  In  such  a  case  it  could  not  be  more  than  one  or  two 
hours  in  advance  of  the  flight,  could  it?  A.  I  think  the 
estimate  could  be  given  w’hen  the  agreement  was  made  for 
the  shipment,  and  I  think  the  exact  time  could  be  given  a 
few  hours  ahead  of  time. 

Q.  There  would  be  no  way  you  could  publish  in  tariffs 
any  information  which  would  give  a  shipper  any  reliable 
data  as  to  when  he  might  expect  a  shipment  to  go  out,  is 
there?  A.  I  think  it  would  be  the  estimated  time,  yes,  sir. 
I  don’t  believe  it  would  be  the  exact  time,  as  I  have  stated. 
Q.  Will  you  refer  to  page  221  of  your  sheaf  of  exhibits? 
This  exhibit,  as  I  read  it,  outlines  some  of  your 

1516  present  personnel  policies,  and  also  indicates  cer¬ 
tain  expenditures  which  are  being  made  and  have 

been  made  on  the  part  of  the  company. 
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Do  you  know  whether  those  expenditures  are  represented 
in  your  expenses  shown  in  these  exhibits?  A.  I  think  all 
our  expenditures  are  represented  in  the  statements,  and 
Mr.  Skinner  can  testify  as  to  the  details. 

Q.  Would  Mr.  Skinner  also  be  able  to  testify  as  to  the 
costs  of  each  one  of  these  items?  A.  I  imagine  he  can, 
if  it  is  necessary. 

Mr.  Verner:  Could  we  have  that  established  now,  Mr. 
Examiner? 

Mr.  Morris :  Mr.  Skinner  is  our  financial  witness.  I  think 
he  can  answer  any  of  your  questions. 

Examiner  Cusick:  Was  that  exhibit  29? 

Mr.  Verner:  Yes,  sir. 

The  Witness :  I  doubt  if  some  of  the  exact  costs  are  kept 
on  some  of  these  things  in  detail. 

By  Mr.  Verner: 

Q.  Well,  in  order  to  pin  it  down  on  one  specific  one,  on 
page  222,  you  have  an  employee  upgrading  and  rating 
system.  A.  That  is  correct. 

Q.  I  think  it  is  Item  8.  Did  you  employ  a  firm  to  work 
up  that  system  for  you?  A.  I  don’t  believe  we  did;  no, 
sir. 

I  believe  our  own  personnel  manager  worked  that  up. 

Q.  You  did  not  employ  Ernst  &  Ernst  to  do  that? 
1517  A.  No,  sir,  we  employed  Ernst  and  Ernst  to  certify 
our  statements. 

Q.  You  testified  yesterday  that  your  company  is  present¬ 
ly  providing  a  pickup  and  delivery  service  at  some  of  the 
points  served  by  you,  and  I  understood  you  to  testify  that 
it  was  through  contracts  with  terminal  carriers  at  such 
points. 

Could  you  tell  the  Examiner  whether  such  pickup  charges 
are  included  in  your  basic  rates?  A.  They  are  not.  We 
have  a  flat  fee  for  pickup  and  delivery. 
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Q.  What  is  that  fee?  A.  I  believe  it  is  40  cents  each 
way;  40  cents  pickup,  40  cents  delivery,  making  a  total  of 
80  cents. 

Q.  How  many  cities  do  you  presently  have  contracts  in 
for  the  provision  of  pickup  and  delivery  service?  A.  I 
think  a  great  many.  Maybe  I  can  find  a  list  here.  There 
are  20  or  30  of  them,  I  believe.  San  Francisco,  Los  Angeles, 
Dallas,  Fort  Worth,  San  Antonio,  Houston,  Oklahoma  City, 
Denver,  Omaha,  St.  Louis,  Chicago,  New  York  City,  Phila¬ 
delphia,  Detroit. 

Q.  Under  your  proposed  tariff  structure  as  a  certifi¬ 
cated  carrier,  would  you  include  the  pickup  and  delivery 
charges  as  a  part  of  the  tariff?  A.  I  would  have  to  look 
at  our  proposal.  I  don’t  know  exactly.  I  think  we  have  sev¬ 
eral  plans  here.  Eventually  we  might  have  our  own  pickup 
and  delivery  service. 

Examiner  Cusick:  Is  that  covered  in  the  exhibits,  Mr. 

Morris? 

1518  Mr.  Morris:  I  think  it  is,  yes.  Page  267. 

The  Witness:  We  make  the  statement  in  Exhibit 
35C :  “will  vary  with  local  conditions”. 

By  Mr.  Verner: 

Q.  But  in  any  event,  it  will  be  in  addition  to  the  tariffs 
shown  on  that  page  ?  A.  I  think  that  is  -what  is  anticipated. 

Q.  I  believe  you  are  co-sponsor  of  Exhibit  35.  A.  That 
is  correct. 

Q.  And  on  page  266,  the  schedules  shown  here,  I  wonder 
if  you  could  tell  me  whether  these  schedules  are  based  on 
flights  from  the  border  of  one  area  to  the  border  of  the 
next  area.  In  other  words,  just  the  flight  time  between 
areas  and  not  between  the  principal  points  in  areas.  A. 
As  I  stated,  I  believe  that  they  are  figured  from  base  sta¬ 
tion  in  one  area  to  base  station  in  another  area. 

Q.  On  page  250,  Mr.  Slick,  I  notice  a  statement  to  the 
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effect  that  the  present  contractual  charges  are  designed 
to  encourage  the  volume  shipper  who  will  contract  for  large 
quantities  on  a  tenn  basis.  A.  That  is  correct. 

Q.  Do  your  proposed  rates  as  a  certificated  carrier  com¬ 
pare  favorably — that  is,  are  they  lower  than  the  rates  which 
you  presently  charge  contract  shippers  ?  A.  I  think  on  the 
average  they  are  about  the  same. 

Q.  Do  you  not  anticipate  that  as  a  certificated  carrier 
your  expenses  would  run  considerably  higher  than  as  a 
contract  carrier?  A.  I  think  our  expenses  will  run 
1519  possibly  higher,  but  I  think  our  volume  will  also 
run  considerably  higher,  and  I  think  that  the  two  will 
more  or  less  balance  out 

Q.  At  the  present  time,  you  don’t  have  to  operate  a 
service  unless  you  have  an  adequate  payload  on  it,  do  you  ? 
A.  Wo  don’t  unless  we  have  contractual  arrangements  to 
operate  that  service. 

Mr.  Verner:  May  1  have  an  answer  to  that  question? 

Examiner  Cusick:  Read  the  answer. 

(Reporter  reads  answer) 

Examiner  Cusick :  That  is  an  answer ;  it  is  clear  enough 
to  me. 

Mr.  Verner:  It  isn’t  clear  to  me. 

By  Mr.  Verner: 

Q.  The  point  I  am  getting  at,  Mr.  Slick,  is  this :  You  do 
not  operate  an  aircraft  on  a  particular  flight,  or  you  don’t 
have  to  operate  that  aircraft  on  a  particular  flight,  unless 
you  have  contracted  for  what  you  consider  to  be  a  sufficient 
payload,  do  you?  A.  Really  we  don’t  have  to  operate  any 
airplane,  but  to  build  up  the  volume  that  we  have  built  up, 
you  have  to  give  dependable  service,  which  means  operat¬ 
ing  whether  you  have  sufficient  payload  or  not. 

Q.  As  a  general  business  practice,  do  you  operate  flights 
where  you  think  you  don’t  have  sufficient  payload  to  war- 
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rant  it?  A.  We  have  operated  a  great  many  out  of  the 
Texas  area  and  out  of  other  areas  where  we  have  not  had 
sufficient  payload  to  pay  the  direct  cost  of  flying  that  air¬ 
plane. 

1520  Q.  However,  you  do  have  the  discretion  as  to 
whether  you  will  or  will  not  operate  such  flights, 

don’t  you?  A.  We  have  the  discretion  as  to  whether  we 
will  or  will  not  operate  any  flights. 

Q.  And  under  a  certificated  service  you  will  not  have  any 
such  discretion,  will  you?  A.  That  is  correct. 

Q.  Which  means  you  would  have  to  operate  the  aircraft 
whether  there  is  anything  in  it  or  not.  A.  That  is  one  of 
the  responsibilities  we  are  willing  to  assume  and  the  reason 
we  have  applied  for  this  application. 

Q.  But  the  tendency  might  well  be  to  lower  your  load 
factors?  A.  I  think  it  will  increase  our  load  factors  be¬ 
cause  of  the  increased  volume  that  will  be  available  to  us  on 
a  common  carrier  basis. 

Q.  Will  you  have  to  do  more  or  less  soliciting  of  business 
as  a  certificated  carrier  than  you  do  as  a  contract  carrier? 
A.  We  will  have  to  do  more,  because  we  are  soliciting  the 
general  public. 

Q.  And,  then  you  will  have  to  accommodate  all  comers, 
within  the  limits  of  your  tariffs,  won’t  you?  A.  That  is 
correct. 

Q.  Will  you  have  to  comply  with  more  stringent  gov¬ 
ernment  regulations?  A.  I  think  somewhat;  yes,  sir. 

•  •  •  •  • 

1521 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Kell: 

Q.  You  are  not  proposing  to  service  Tucson?  That  is  a 
gas  stop.  A.  No,  sir.  That  is  service. 
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Q*  I  believe  you  testified  yesterday  that  the  service  you 
consider  most  desirable,  or  the  route,  that  is,  that  you  seek 
here,  is  the  route  from  the  New  York  area  to  the  California 
area;  is  that  correct?  A.  We  think  that  that  would  be  the 
most  immediately  productive  route  of  any  applied  for. 

Q.  Will  you  turn  to  page  265,  please?  A.  Yes,  sir. 

Q.  And  will  you  tell  us  why  you  have  set  up  three  sched¬ 
ules  between  the  New  York  area  and  the  California  area 
and  four  between  the  New  York  area  and  the  Texas  area? 
A.  As  you  will  notice  on  Schedule  B,  four,  and  six,  that  is 
daily  service;  on  Schedule  12,  14,  16,  and  18,  it  is  Monday, 
Friday,  Tuesday,  and  Thursday. 

Q.  Now,  these  schedules  you  propose  to  operate  trans¬ 
continental^  will  not  serve  any  intra-area  points,  will  they? 
A.  No,  sir,  they  will  not  serve  intra-area. 

Q.  Why  did  you  eliminate  service  between  these  points, 

Mr.  Slick,  in  your  proposal?  A.  Between  what 
1522  points? 

Q.  Between  such  points  as  Chicago  and  Milwaukee, 
Boston  and  New  York?  A.  I  answered  that  question  yes¬ 
terday.  I  would  be  glad  to  repeat  it.  We  feel  that  the  most 
immediate  public  need  is  on  the  long-haul  air  freight  car¬ 
riage,  and  that  we  couldn’t  satisfactorily  serve  the  short- 
haul  and  the  long-haul  business,  and  we  want  to  serve 
what  is  most  immediately  necessary. 

Q.  And  most  lucrative?  A.  It  would  be  the  only  busi¬ 
ness  that  we  see  now  that  would  support  an  airline. 

Q.  But  it  would  be  much  more  lucrative?  A.  Absolute¬ 
ly  ;  because  there  is  much  more  public  need,  and  the  volume 
would  be  greater. 

Q.  And  to  try  to  operate  both  services,  the  long-haul 
and  the  short-haul,  would  probably  in  your  opinion  be 
uneconomical,  would  it  not?  A.  I  believe  it  would,  and  I 
believe  it  would  hinder  our  service. 
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Q.  Are  these  schedules  shown  on  page  265  to  be  operated 
on  a  year-around  service;  they  are  not  to  be  cancelled  in 
off-seasons,  are  they?  A.  That  is  the  point  of  this  type 
of  scheduling:  it  is  so  that  we  will  have  enough  flexibility 
to  operate  them. 

Q.  Those  will  be  operated  twelve  months  out  of  the  year  ? 
A.  That  is  correct. 

Q.  But  as  to  your  flexible  schedules,  you  intend  to 
1523  abandon  some  of  those  during  off-seasons?  Is  that 
correct?  A.  Not  necessarily  so. 

Q.  Or  cancel  them  or  shift  them  to  another  point?  A. 
It  is  not  laid  out  in  our  plan  of  operation. 

Q.  Did  I  understand  you  correctly  to  say  that  the  word 
“non-schedule”  and  the  word  “flexible”  are  used  inter¬ 
changeably  by  you  in  your  definition?  A.  No,  I  said  in 
that  instance  where  we  were  quoting  from  this — let  me  see 
if  I  can  find  the  exhibit;  it  is  the  United  States  Fruit  and 
Vegetable  one. 

Mr.  Page:  Isn’t  that  Exhibit  6H,  page  32? 

The  Witness :  1  said  in  paragraph  3  of  Exhibit  6H,  page 
32,  where  the  word  “non-scheduled”  is  used,  we  feel  that 
our  flexible  schedule  would  satisfy  this  need. 

By  Mr.  Kell : 

Q.  One  further  point,  Mr.  Slick:  Why  did  you  abandon 
your  New  York-Florida  proposal?  A.  Well,  we  created 
more  volume  on  these  other  runs,  and  we  thought  it  would 
be  operationally  unsound  to  try  to  cover  too  much  territory. 

Q.  You  have  operated  in  the  past  between  the  New  York 
area  and  the  Florida  area,  have  you?  A.  No,  sir,  we  made 
one  survey  flight  down  there  and  decided  that  operationally 
we  could  perform  a  better  service  concentrating  on  Texas 
and  California  areas  and  the  eastern  territorv. 

Q.  Did  you  make  any  surveys  with  respect  to  the  Florida 
area  in  connection  with  other  areas  of  the  country;  such, 
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for  example,  as  the  Middle  West,  and  the  California  ! 

1524  A.  As  far  as  business  in  and  out  of  Florida  to  these 
other  areas  is  concerned? 

Q.  That  is  right.  A.  No,  sir,  we  didn’t.  We  had  a  sales¬ 
man  in  Florida  for  about  a  month  or  two  and  abandoned 
operations. 

Q.  Let  me  be  sure  I  understand  you  correctly.  You  say 
that  your  people  did  not  make  any  studies  and  surveys 
of  whether  there  was  a  need  for  the  type  of  service  that 
you  proposed  between  the  Florida  area  and  the  Chicago 
area?  A.  We  made  no  detailed  survey  at  all.  We  con¬ 
tacted  several  shippers. 

Q.  And  the  results  of  what  information  you  did  receive 
led  you  to  the  conclusion  that  such  a  service  was  not  re¬ 
quired  and  not  needed?  A.  No,  sir,  not  at  all.  We  decided 
for  Slick  Airways  it  was  operationally  unsound  to  operate 
from  the  Florida  $rea. 

Examiner  Cusick:  In  any  event,  Mr.  Kell,  it  isn’t  ma¬ 
terial  in  this  proceeding.  This  applicant  has  not  applied  for 
a  Florida-New  York  certificate. 

Mr.  Kell:  Mr.  Examiner,  the  reason  for  those  questions 
was  that  it  was  my  understanding  from  his  testimony  that 
he  had  made  a  study  of  the  entire  country  and  these  were 
the  reasons  picked  out. 

Examiner  Cusick :  He  may  have  made  a  study  of  Europe, 
but  still  the  only  things  that  are  material  here  are  the 
routes  he  has  applied  for. 

Mr.  Moye:  Other  applicants  have  applied  for  New  York- 
Florida. 

1525  Examiner  Cusick:  You  may  cross  examine  the 
other  applicants  who  have  applied  for  it. 

Mr.  Moye :  Don’t  you  think  the  reason  why  this  applicant 
has  abandoned  New  York-Florida  is  germane  to  the  appli¬ 
cations  of  the  others? 
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Examiner  Cusick:  Not  particularly. 

«  #  *  *  # 

Cross  Examination 
By  Mr.  Moye : 

Q.  Mr.  Verner  of  Chicago  and  Southern  was  questioning 
you  with  regard  to  a  five-hundred-pound  transshipment 
originating  at  Uvalde,  Texas,  in  which  case  five  hundred 
pounds  was  destined  to  the  California  area  and  five  hun¬ 
dred  pounds  was  destined  to  the  Midwest  area?  A.  That 
is  correct. 

Q.  You  said  in  order  to  make  the  transshipment  to  the 
Midwest  area,  you  would  have  to  back-haul  that  shipment 
to  I)allas-Fort  Worth,  did  you  not  ?  A.  No,  sir,  I  said  that 
our  shipment  would  be  scheduled  so  that  if  the  ship  that 
made  the  pickup  was  headed  for  the  Midwest  area  it  would 
go,  naturally,  through  Dallas  anyhow,  and  then  the  trans¬ 
load  would  be  made  for  the  western  five  hundred  pounds. 
If  the  ship  was  going  to  the  West  Coast,  it  would  go  through 
there  anyhow,  and  the  transshipment  of  the  five  hundred 
pounds  would  be  made  there  for  the  western  area. 

Q.  Assuming  the  ship  was  going  to  the  West  Coast:  In 
that  instance,  as  I  understood  it,  you  would  have  to 
1526  make  a  back-haul  to  Dallas-Fort  Worth  in  order  to 
handle  that  shipment.  A.  That  would  probably  be 
the  schedule  of  the  ship  anyhow. 

Q.  Where  would  the  ship  going  to  the  West  Coast  on  a 
flexible  schedule  originate?  A.  San  Antonio.  That  is  our 
base  station  in  Texas. 

Q.  It  would  originate  at  San  Antonio,  pick  up  at  Uvalde 
one  thousand  pounds,  five  hundred  of  which  was  destined 
to  the  west  area,  go  to  Fort  Worth  in  order  to  unload  the 
five  hundred  pounds  for  the  Midwest  area,  and  then  head 
for  the  West  Coast?  A.  That  is  not  very  much  out  of  the 
way. 
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Q.  Do  all  of  your  flexible  schedules  originate  at  the  prin¬ 
cipal  points  in  the  area?  A.  I  think  1  explained  that  fairly 
thoroughly  this  morning.  It  was  our  intention  to  start  them 
at  the  base  station. 

Q.  The  base  stations  are  the  principal  points?  A.  Yes, 
sir.  That  has  been  pointed  out  also. 

Mr.  Morris:  They  are  not  synonymous  with  principal 
points? 

The  Witness:  Not  all  the  principal  points  are  base  sta¬ 
tions,  but  base  stations  are  principal  points. 

By  Mr.  Moye: 

Q.  Now,  you  said  yesterday  that  you  would  have  rep¬ 
resentatives  at  all  demand  points?  A.  I  said  that  was 
our  initial  plan. 

1527  Q.  Some  of  them  would  be  full-time  employees 
of  yours,  and  some  would  be  commission  agents? 
A.  I  haven’t  stated  that.  I  said  our  initial  plan  was  to 
probably  use  agents,  but  it  could  very  well  be  full-time 
employees  if  the  demand  was  there. 

Q.  If  they  were  agents,  who  would  they  be?  Would  they 
be  truckers,  or  freight  forwarders,  or  brokers?  A. 
Whichever  was  most  suitable. 

Mr.  Morris :  I  believe  that  has  been  covered  very 
thoroughly.  I  don’t  care  how  many  times  it  is  covered, 
particularly,  but  it  is  taking  up  time. 

Examiner  Cusick:  I  don’t  think  the  witness  has  stated 
or  testified  what  these  agents  would  be;  whether  they 
wrould  be  truckers  or  not. 

The  Witness:  Whatever  would  be  most  suitable  for 
the  operation  in  the  particular  locality;  it  could  be  any 
of  them. 

By  Mr.  Moye: 

Q.  With  your  broad  knowledge  of  the  territories  which 
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you  are  seeking  to  serve,  just  whom  do  you  think  now 
would  he  the  persons  you  would  appoint  as  agents?  A. 
I  don't  have  a  broad  knowledge  of  either  of  these  towns. 
I  think  it  is  going  to  have  to  be  investigated,  and  the 
most  suitable  representative  found. 

Examiner  Cusick:  The  answer  to  that,  Mr.  Slick,  is 
that  you  don't  know  at  this  time? 

The  Witness:  But  the  most  suitable  person  would  be 
found. 

By  Mr.  Moye: 

1528  Q.  Now,  Mr.  Slick,  what  are  your  plans, — or 
rather,  what  are  the  plans  of  Slick  Airways — if  it 
does  not  receive  a  certificate  in  this  proceeding?  A. 
Those  plans  have  not  been  made.  We  didn't  anticipate 
not  receiving  one.  I  don't  know’  whether  it  would  be  eco¬ 
nomically  sound  to  continue  to  operate  as  a  contract 
carrier,  and  personally  I  doubt  if  we  would  continue 
operating. 

Q.  Your  answer  w’ould  be  the  same  if  none  of  the  ap¬ 
plicants  in  this  proceeding  received  a  certificate,  I  take 
it?  A.  I  don't  know  what  you  mean.  I  can't  answer  for 
the  other  applicants. 

Q.  I  say  the  plans  of  Slick  Airways  would  be  the  same 
regardless  of  whether  or  not  all  the  other  applicants  in 
this  proceeding  did  not  receive  a  certificate?  A.  Slick 
Airways  has  not  made  that  decision.  I  gave  you  mv  per¬ 
sonal  opinion  that  we  would  not  continue  on  a  contract 
basis. 

Q.  Now,  I  am  asking  you  whether  it  is  your  personal 
opinion  that  Slick  Airways  w’ould  not  continue  operating 
if  none  of  the  applicants  in  this  proceeding  received  a 
certificate.  A.  If  none  of  them  did,  and  we  didn’t,  T 
doubt  if  wre  wrould  continue  operating. 

Q.  Would  you  accept  a  certificate  for  the  New  York- 
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Texas  operation  only?  A.  I  don’t  believe  that  would  be 
a  self-sustaining  operation  at  present. 

1529  Q.  I  believe  that  you  testified  that  in  your  opin¬ 
ion  the  operations  which  you  propose  are  more 

economical  than  the  Florida  operation,  which  you  aban¬ 
doned?  A.  I  did  not.  I  said  it  was  operationally  un¬ 
sound  for  Slick  Airways  to  continue  the  Florida  operation. 

Q.  That,  I  take  it,  is  because  your  base  is  in  Texas, 
among  other  things?  A.  It  has  nothing  to  do  with  it. 
We  thought  that  the  Florida  area  was  separated  too  far 
from  the  rest  of  our  areas.  It  didn’t  fit  into  a  sound  op¬ 
eration  plan. 

Q.  That  had  to  do  with  the  fact  that  your  operations 
are  centered  in  Texas?  A.  This  has  not.  We  moved  our 
line  maintenance  to  Burbank,  California  already,  and  we 
are  flexible  enough  where  we  can  move  it  somewhere  else 
and  it  will  still  fit  in. 

Q.  That  was  my  next  question.  If  your  entire  mainte¬ 
nance  base  is  moved  to  California,  what  would  be  the 
effect  on  your  New  York-Texas  operation?  A.  It  would 
not  be  affected. 

Q.  Your  New  York-Texas  operation  would  then  be  just 
as  economical  for  you  to  operate  as  your  California- 
New  York  operation?  A.  I  think  it  would  be  more  eco¬ 
nomical,  as  we  point  out  in  our  rebuttal  exhibit.  We  are 
saving  personnel  by  moving  it  to  the  end  of  the  run, 
where  we  have  the  most  schedules. 

Q.  I  believe  that  you  testified  yesterday  that  you  would 
be  in  the  black  today  if  it  were  not  for  your  New  York- 
Texas  operations;  is  that  correct?  A.  That  is 

1530  what  we  figured. 

Q.  Did  you  conduct  survey  flights,  or  have  any 
experience  with  regard  to  any  other  areas,  other  than 
the  ones  which  you  propose  in  this  proceeding,  besides 
Florida? 
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Mr.  Morris:  I  don’t  see  that  that  is  material.  I  would 
like  to  object  to  it. 

Examiner  Cusick:  Objection  sustained. 

By  Mr.  Move: 

Q.  Now,  Mr.  Slick,  I  would  like  to  get  your  personal 
concept  as  to  the  nation’s  air  freight  transportation  pat¬ 
tern,  the  pattern  which  you  envision.  A.  Which  I  do 
what  ! 

Q.  The  pattern  which  you  envision  that  the  Board 
should  certificate.  A.  Well,  I  won’t  try  to  solve  the 
whole  problem  of  air  freight  in  one  fell  swoop.  I  think 
it  has  to  be  developed  on  a  sound  basis,  much  as  the 
passenger  business  was  developed.  It  wasn’t  developed 
all  over  the  United  States  in  one  fell  swoop  either. 

Q.  I  was  speaking  more  of  Slick  Airways’  place  in 
that !  pattern,  and  speaking  more  geographically  than 
any  other  way. 

Do  you  envision  freight  carriers  between  other  areas 
of  the  country,  other  than  those  •which  you  propose!  A. 
Absolutely. 

Q.  Do  you  envision  freight  carriers  serving  points 
which  you  would  designate  as  intra-area  points!  A. 
Possibly. 

Q.  But  the  reason  that  you  didn’t  propose  such 
1531  operations,  I  take  it,  even  though  your  ships  are 
flying  between  these  intra-area  points,  is  that  it  is 
not  as  profitable  as  the  long  distance  ones.  A.  That  is 
incorrect.  I  have  stated  my  reasons  before  why  we  didn’t 
serve  these.  We  felt  that  the  greatest  need  was  on  the 
long-haul  for  air  freight,  and  that  we  couldn’t  serve  this 
need  suitably  by  doing  this  intra-area  service. 

Q.  The  long-haul  is  also  the  most  profitable,  is  it  not! 

Mr.  Morris:  We  have  been  over  that  several  times. 
I  object  to  it. 
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Examiner  Cusiek:  It  has  been  covered  completely. 

J3v  Mr.  Moye: 

*  #  *  *  # 

1532 

*  *  *  *  * 

Q.  Does  Slick  have  efficient  operating  organization  and 
procedures  right  now!  A.  I  would  say  very  efficient. 

Q.  Does  Slick  have  equipment  suitable  for  air  freight 
carriage  right  now!  A.  The  most  efficient  available. 

Q.  Does  Slick  have  scheduling  and  operating  proce¬ 
dures  set  up  solely  to  meet  air  freight  requirements 
right  now!  A.  Not  on  a  common  carrier  basis  yet.  It 
would  be  very  easy  to  set  up  such  schedules. 

1533  Q.  Does  Slick  specialize  now  to  avoid  the  high 
overhead  resulting  from  the  carriage  of  diverse 

classes  of  traffic!  A.  As  I  stated  before,  we  have  yet  to 
carry  our  first  revenue  passenger. 

Q.  Your  answer  to  that  is  “yes”!  A.  Plus  what  I 
just  said. 

*  #  *  •  * 

Q.  Mr.  Slick,  will  you  have  a  minimum  delivery?  A. 
What  do  you  mean?  By  truck? 

Q.  No,  you  said  you  are  going  to  have  a  thousand-pound 
minimum  pickup,  as  I  understand,  at  demand  points.  A. 
No,  sir,  I  said  we  are  going  to  have  a  thousand-pound 
pickup  or  delivery  at  demand  points. 

Q.  I  want  to  know  about  a  shipment  from  a  demand 
point  in  the  Texas  area,  from  a  thousand  pounds,  which 
is  destined  to  three  different  demand  points  in  the  Mid¬ 
west  area,  each  delivery  being  three  hundred  pounds.  A. 
I  think  I  explained  that  this  morning. 

Examiner  Cusiek:  I  think  it  was  covered  yesterday 
afternoon  and  this  morning. 
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Mr;  Move:  I  am  sorry.  I  am  trying  to  keep  a  record, 
but  that  wasn’t  taken  down. 

What  was  the  answer? 

Examiner  Cusick:  The  answer  was:  on  a  thousand- 
pound  shipment,  with  five  hundred  pounds  to  one  demand 
1  point  and  five  hundred  to  another  demand  point, 
1534  the  first  five  hundred  would  be  dropped  at  the 
1  first  demand  point,  and  the  shipment  for  the  sec¬ 
ond  demand  point  would  be  transshipped  via  another 
carrier,  surface  carrier  or  air. 

Mr.  Moye:  That  was  within  what  area? 

The  Witness:  I  can  answer,  and  make  it  clearer.  There 
will  not  be  deliveries  made  to  demand  points  of  less  than 
a  thousand  pounds.  If  it  is  necessary,  we  are  going  to 
the  nearest  principal  point. 

If  there  is  not  a  demand  point  closer  than  that  prin¬ 
cipal  point,  then  for  all  the  demand  points  it  is  going 
to,  it  will  be  let  off  at  the  principal  point  and  delivered 
by  another  type  of  transportation  or  another  carrier. 

By  Mr.  Moye: 

Q.  Will  your  flexible  schedules  have  definite  times  of 
origination  or  destination  at  the  base  stations?  A.  As 
shown  in  our  proposed  flexible  schedule. 

Q.  Those  schedules  will  run  from  the  base  stations, 
regardless  of  whether  there  is  any  pickup?  A.  That  is 
correct. 

Q.  Have  you  utilized  the  facilities  of  freight  forward¬ 
ers  in  your  non-schedule  operations?  A.  We  have  not. 

•  •  ■  #  •  • 

Cross  Examination 
By  Mr.  Crimmins: 

Q.  Mr.  Slick,  will  you  tell  us  approximately  how  many 
cities  are  included  in  these  four  areas  of  yours  that  might 
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be  considered  as  demand  points?  A.  I  cannot. 

1535  I  believe  that  Mr.  Drew  has  a  list  of  the  suitable 
airports  that  are  now  available,  but  I  couldn’t  give 

you  that  information.  I  think  Mr.  Drew  can. 

Q.  Would  the  Board  be  able  to  know  how  many  cities 
they  were  certificating  for  Slick  if  they  were  to  follow 
this  area  pattern?  A.  I  think  it  would  be  changing. 

Q.  It  would  be  what?  A.  It  would  be  changing.  As 
more  airport  facilities  became  available,  there  would  be 
more  demand  points. 

Q.  There  would  be  nothing  definite  in  the  certificate, 
then,  as  to  particular  cities?  A.  No,  sir,  there  would  not. 

Q.  You  contemplate  that  these  areas  may  grow?  A. 
This  is  our  original  application.  I  don’t  know.  Whatever 
is  in  the  public  need. 

Q.  Do  you  contemplate  possibly  applying  for  addi¬ 
tional  areas?  A.  If  we  are  fit,  willing,  and  able,  and  if 
it  is  in  the  public  need,  perhaps  we  will. 

Q.  You  are  not  requesting  the  right  to  carry  passen¬ 
gers,  I  understand.  A.  We  are  not. 

Q.  Are  you  familiar  with  the  history  of  All-American? 
A.  Vaguely. 

Q.  You  know,  do  you  not,  that  they  were  granted  the 
right  to  carry  property  and  mail,  and  are  now  trying  to 
carry  passengers  over  all  our  routes? 

You  were  not  in  the  transport  business  prior  to 

1536  March,  1946;  is  that  correct?  A.  Well,  I  have 
thought  about  this  plan  prior  to  that,  and  the 

assembling  of  the  plan,  and  the  company  was  started 
before  that.  The  actual  operations  started  about  then. 

Q.  And  full  operation  around  May  1st  of  1946,  as  I 
understand?  A.  That  is  correct. 

Q.  Now,  it  is  a  fact,  is  it  not,  that  there  have  been  a 
number  of  unusual  factors  since  the  war,  which  have 
temporarily  increased  the  demand  for  air  freight?  A.  I 
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don’t  believe  so.  I  think  that  the  demand  will  continue 
to  increase.  I  don’t  think  that  it  is  any  great  wartime 
boom  at  all. 

Q.  Hasn’t  there  been  a  shortage  of  rail  and  truck  facil¬ 
ities  since  the  war?  A.  I  don’t  think  it  has  been  the 
cause  of  us  getting  a  lot  of  this  tonnage  that  we  have; 
no,  sir. 

Q.  Hasn’t  it  been  a  factor  that  there  has  been  an 
abnormally  high  demand  for  consumer  goods  since  the 
war?  A.  That  is  a  fact. 

Q.  And  also  isn’t  it  a  fact  that  there  has  been  a  de¬ 
mand  by  retailers  to  fill  up  depleted  inventories,  depleted 
during  the  war?  A.  Possibly  so.  However,  with  the 
shippers  that  we  have,  from  what  we  have  understood 
from  them,  this  need  for  air  freight  will  continue  as 
great  as  it  has  in  the  past  as  far  as  we  are  concerned. 

Q.  I  am  only  talking  of  what  the  situation  has  been  to 
date,  from  the  war.  Those  factors  have  been  pres- 
1537  ent,  have  they  not,  Mr.  Slick?  A.  They  have  been 
present,  but  I  don’t  think  they  have  been  account¬ 
able  for  us  getting  the  business  we  have. 

Q.  Hasn’t  it  also  been  a  fact  that  there  have  been 
many  sales  promotional  shipments,  to  rush  the  first  post¬ 
war  goods  to  various  territories?  A.  A  few. 

Q.  And  hasn’t  it  been  a  factor  also  in  the  development 
of  air  freight  that  there  have  been  strikes  in  transporta¬ 
tion  and  other  related  industries  which  have  caused  air 
freight  to  be  moved?  A.  As  far  as  the  rail  strike  was 
concerned,  we  moved  less  freight  then  than  was  normal. 

Q.  How  about  the  trucking  strike?  A.  I  think  the 
trucking  strike  has  hurt  our  business  more  than  helped, 
because  we  have  not  been  able  to  provide  pickup  and 
delivery. 

Q.  Now,  when  we  have  a  return  to  normal  conditions, 
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don’t  you  feel  that  the  availability  of  the  rail  express 
service  will  reduce  the  market  for  air  freight?  A.  Ab¬ 
solutely  not.  I  think  the  market  will  continue  to  increase, 
as  more  people  learn  the  advantages  of  air  freight.  I 
think  the  rates  will  be  competitive  with  air  express,  and 
advantages  of  air  freight  will  be  more  widely  known  as 
time  continues,  and  it  will  increase  instead  of  decrease. 

Q.  What  is  the  rail  rate  for  express  on  perishables? 
A.  I  don’t  know.  Mr.  Drew  can  testify  as  to  that. 

Q.  If  I  should  tell  you  it  is  5  cents  per  ton-mile, 
1538  would  you  say  that  your  rate  would  be  competitive 
with  that?  A.  Not  at  present.  We  explain  in  our 
exhibit  that  as  to  perishable  shipments  it  has  quite  a 
lot  of  advantages  over  rail  transportation. 

And  I  think  that  eventually  our  rates  might  be  com¬ 
petitive  with  that  five  cents  a  ton-mile. 

Q.  You  mean  get  down  to  five  cents  a  ton-mile?  A. 
Absolutely. 

Q.  On-time  arrival  is  a  very  important  thing  for  ship¬ 
pers,  is  it  not?  A.  It  is  certainly  a  great  factor. 

Q.  And  do  you  think  that  air  freight  will  make  very 
much  of  an  advance  into  the  market,  until  we  have  all- 
weather-condition  flying?  A.  On  the  proposal  that  we 
oiler,  with  the  flexibility  of  routes,  I  think  that  we  are 
going  to  be  able  to  give  very  dependable  service. 

Q.  But  you  can’t  control  the  weather,  of  course,  can 
you?  A.  No,  sir.  No  airline  can. 

Q.  Are  you  paying  landing  charges  at  the  present 
time?  A.  Absolutely. 

Q.  Not  in  all  airports?  A.  Not  in  alL  In  some  we  pay 
higher  than  the  scheduled  carriers;  in  some,  lower. 

Q.  As  a  matter  of  fact,  you  don’t  pay  landing  fee 
charges  in  many  airports;  isn’t  that  correct?  A.  I  would 
say  we  pay  them  in  most  airports. 

Q.  You  don’t  pay  any  in  St.  Louis  or  Detroit  or  other 
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large  cities?  A.  We  pay  at  Newark,  Chicago, 

1539  Oklahoma  City,  Tulsa,  San  Antonio;  there  are 
quite  a  few. 

L  would  say  that  we  paid  at  most  airports. 

Q.  You  would  have  to  pay  in  all  airports  if  you  were 
certificated,  wouldn’t  you!  A.  That  is  correct. 

Q.  You  don’t  know  how  many  cities  you  expect  to  serve 
under  this  program.  In  other  words,  you  don’t  know  what 
the  airport  situation  is  at  those  cities.  A.  As  I  said,  we 
have  had  a  list  of  available  airports  in  each  of  these 
areas,  and  I  think  that  they  are  outlined  in  our  exhibit, 
as  a  matter  of  fact;  as  to  airports  and  class  of  airports. 
There  is  an  exhibit  showing  that  in  here. 

Q.  Does  this  exhibit  35A  and  B  represent  your  pres¬ 
ent  thinking  as  to  schedules?  A.  Yes,  sir. 

Q.  Can  you  tell  me  how  many  planes  would  be  needed 
to  operate  these  schedules,  Mr.  Slick?  A.  That  is  out¬ 
lined  in  the  exhibit.  I  think  Mr.  Dunlap  will  testify  as  to 
the  exact  operation  of  these  airplanes,  but  it  is  outlined 
wrhat  schedules  we  anticipate  operating:  fifteen  airplanes, 
thirty  airplanes,  and,  I  believe,  fifty  airplanes — the  num¬ 
ber  of  airplanes  and  the  utilization  and  the  maintenance 
and  the  whole  operation. 

Q.  Mr.  Dunlap  will  testify  as  to  that?  A.  That  is 
correct;  and  I  think  it  is  outlined  in  the  exhibit. 

Q.  You  intend  to  use  more  of  your  planes  for 

1540  flexible  schedules  than  for  the  fixed  schedules? 
A.  As  I  understand  it,  in  this  proposed  exhibit  it 

is  pointed  out  that  immediately  upon  certification,  we 
plan  to  inaugurate  more  fixed  schedules  than  flexible 
schedules,  and  that  is  up  to  the  fifteen-plane  operation, 
and  getting  up  to  the  30-airplane  we  will  inaugurate  more 
flexible  than  fixed  schedules. 

Q.  One  of  your  most  promising  fields  is  perishables; 
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that  is  correct,  isn’t  it?  A.  Potentially,  I  think  it  is  one 
of  the  most  promising  fields  of  air  freight. 

Q.  ♦And  they  come  mainly  from  the  demand  points,  as 
I  understand  it.  A.  I  think  that  perishables,  except 
maybe  flowers — they  might  come  from  principal  points. 
But  I  think  produce  will  come  principally  from  demand 
points. 

Q.  I  think  it  is  stated  somewhere  in  these  exhibits 
that  the  average  weight  of  perishables  at  those  points 
can  be  expected  to  be  considerably  higher  than  the  one 
thousand  pounds,  and  will  tend  to  approach  planeload 
lots.  A.  I  think  so.  They  are  usually  shipped  on  a 
volume  basis. 

Q.  As  I  understand  from  your  exhibits,  you  intend  to 
handle  those  with  a  plane  on  a  flexible  schedule;  is  that 
correct?  A.  That  is  right. 

Q.  That  is  not  what  you  call  your  regular  schedule. 
That  is  another  type  of  operation?  A.  If  it  satisfied  the 
public  need,  on  our  regular  regular  flexible  sched- 
1541  ule,  it  would  be  our  regular  flexible  schedule;  if 
it  did  not,  we  would  add  another  section,  and  it 
would  be  an  additional  flexible  schedule. 

Q.  I  mean,  on  page  27  of  your  Exhibit  SA-6,  you  state 
there  that,  ‘‘When  a  demand  point  requires  full  plane¬ 
load  service,  a  plane  on  flexible  schedule  will  be  dis¬ 
patched  to  the  point”  and  then  will  proceed  direct  to  the 
point  of  delivery;  that  is  correct,  isn’t  it?  A.  That  is 
correct. 

Q.  And  you  distinguish  that  type  of  service,  which  is 
with  a  plane  on  flexible  schedule,  from  the  next  situa¬ 
tion,  where  if  you  have  less  than  a  planeload  shipment 
at  a  demand  point,  a  regular  flight  on  flexible  schedule 
will  stop?  A.  Very  possibly  we  would  have  the  combi¬ 
nation  of  the  two,  where  you  would  need  more  than  one 
plane  on  a  flexible  schedule. 
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Q.  In  other  words,  you  are  considering  something  like 
an  extra  section;  is  that  right?  A.  That  is  correct. 

Q.  And  it  is  very  similar,  as  a  matter  of  fact,*  to  a 
contract  operation,  isn’t  it,  a  reservation  for  almost  a 
full  plane?  A.  Well,  it  could  be.  It  is  not  the  same  as  a 
contract  carrier,  but  the  operation  is  much  the  same. 

Q.  The  operation  would  be  the  same  as  a  contract 
operation,  wouldn’t  it,  on  something  like  that?  Is  that 
correct?  A.  That  is  correct. 

Q.  What  advance  notice  do  you  require  of  ship- 
1542  pers?  Is  there  any  deadline  on  when  they  have 
to  give  you  notice  of  a  shipment? 

Mr.  Morris:  I  believe  that  has  all  been  covered,  Mr. 
Examiner. 

Examiner  Cusick:  I  think  it  was  when  the  shipment 
was  received. 

The  Witness:  I  don’t  know.  I  think  we  would  receive 
the  shipment  and  make  the  necessary  arrangements  as 
speedily  as  possible,  and  notify  the  shipper  when  it 
would  arrive. 

It  would  be  a  coordination  of  space  control. 

By  Mr.  Crimmins: 

Q.  You  have  that  reservation  set  up,  then,  do  you? 
A.  We  do.  Space  control;  much  the  same  as  a  reservation. 

Q.  If  you  had  a  plane  going  out  at  6  o’clock  in  the 
evening,  would  2  o’clock  in  the  afternoon  be  a  deadline, 
do  you  think,  for  a  notice  to  a  shipper?  A.  Not  neces¬ 
sarily. 

Q.  How  close  could  you  come  to  a  departure  time,  re¬ 
ceiving  notice  from  the  shipper?  A.  Possibly  right  up 
to  the  departure  time;  I  don’t  think  it  would  be  impos¬ 
sible  within  30  or  40  minutes  of  the  departure  time,  if 
there  were  previous  arrangements,  and  we  hadn’t  already 
committed  that  flight. 
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Q.  You  would  want  information  as  to  wliat  the  nature 
of  the  shipment  is,  whether  it  is  a  corpse  or  a  live  animal, 
or  something?  A.  That  is  correct. 

1543  Q.  And  you  would  also  want  information  as  to 
the  weight  and  the  cubic  content  ?  A.  That  is  right. 

Q.  I  don’t  suppose  that  in  your  operation  you  would 
put  fish,  for  instance,  and  ready  wear  on  the  same  plane? 
A.  We  have  developed,  in  working  on  containers,  arrange¬ 
ments  whereby  both  of  them  can  be  shipped  in  the  same 
airplane  satisfactorily,  and  we  have  done  it  already. 

Q.  There  are  a  great  many  items,  though,  that  cannot 
be  shipped  on  the  same  plane;  is  that  not  correct?  A.  So 
far,  that  hasn’t  been  a  difficulty.  We  have  had  some  pretty 
amusing  combinations  on  planes.  We  have  had  embalmed 
human  remains,  cattle,  cured  hides,  perishables,  and  fish, 
on  one  airplane,  and  it  has  gone  through  fine. 

Q.  Where  did  that  go?  A.  This  particular  flight  I 
refer  to  went  from  Texas  to  the  eastern  area. 

Q.  And  what  was  on  it,  again?  I  didn’t  get  all  of  it. 
A.  Quite  a  few  items :  cattle,  embalmed  remains,  and  cured 
hides. 

Q.  Nobody  objected?  A.  No,  sir. 

Q.  You  don’t  feel,  I  suppose,  that  this  advance  notice 
that  would  be  necessary  would  be  any  restriction  on  your 
service,  or  any  limitation  on  the  service  you  could  give? 
A.  I  think  it  is  going  to  have  to  be  worked  out.  It  is  going 
to  have  to  be  a  smooth  running  operation,  and  we  are  go¬ 
ing  to  work  it  out  that  way. 

We  haven’t  gone  into  all  the  details  of  it,  but  we 

1544  know  that  it  can  be  done.  We  are  practically  doing 
it  now. 

Q.  If  in  one  of  these  demand  towns  a  shipper  has  five 
hundred  pounds  of  freight  and  calls  up  in  the  morning, 
how  soon  can  you  let  him  know  whether  his  shipment  will 
be  moved?  A.  As  I  stated  yesterday,  a  couple  of  hours. 
I  think  that  is  true ;  at  least  as  a  maximum. 
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Q.  Of  course,  you  can't  really  tell,  can  you?  For  in¬ 
stance,  if  there  were  four  demand  points,  and  somebody 
at  the  third  point  had  come  down,  as  you  say,  within  a  half 
hour  of  the  plane  time  with  produce  to  be  moved,  and  that 
was  put  on  the  plane,  there  might  not  be  any  room  for  the 
next  shipment  at  the  next  point?  A.  If  he  already  had  his 
space  confirmed,  he  would  be  the  shipper  to  be  accomodated. 

Q.  You  will  have  space  confirmed?  A.  Absolutely. 

Q.  Yet  somebody  can  come  down  within  a  half  hour  of 
the  time  the  flight  is  to  go  out — ?  A.  If  there  is  available 
space,  we  handle  the  shipment. 

Q.  And  you  don't  expect  to  have  extra  unloadings  as  the 
plane  comes  west,  for  instance,  and  lands  at  demand  points  ? 
A.  I  don't  understand  the  question. 

Q.  I  mean  extra  loads;  if  somebody  comes  down  and 
says  he  has  five  hundred  pounds,  and  then  appears  with 
15  hundred  pounds.  A.  I  think  it  is  going  to  have  to  be 
worked  out  on  a  basis  of  more  or  less  of  a  firm  shipment, 
according  to  poundage,  cubic  content. 

1545  Q.  In  other  words,  to  make  definite  reservations 
for  a  shipment  in  advance  ?  A.  I  think  so ;  yes,  sir. 

Q.  Now,  talking  about  perishables,  you  don’t  intend  to 
give  the  impression,  that,  for  instance,  they  have  to  be 
rushed  right  from  the  vines  to  the  planes  and  then  east, 
do  you?  A.  That  has  been  our  experience  so  far.  Weather 
delay  or  any  kind  of  delay  is  very  dangerous  with  perish¬ 
ables. 

Q.  It  is  a  fact,  though,  isn’t  it,  that  they  are  pre-cooled 
and  packaged  prior  to  being  put  on  the  planes?  A.  They 
have  been  pre-cooled,  and  we  have  had  cooling  in  our 
airplanes;  but  nevertheless,  you  get  some  strawberries 
in  there,  and  those  strawberries  have  to  be  delivered,  and 
if  they  set  in  the  plane  too  long,  they  are  very  likely  to  spoil. 

Q.  But  as  I  say,  you  have  this  pre-cooling  period,  so 
that  you  have  some  time  between  ten  and  twenty-five  hours, 
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for  instance,  from  the  time  they  are  picked,  before  they 
even  brought  to  the  plane  or  put  on  the  plane;  isn’t  that 
correct?  A.  While  they  are  being  pre-cooled,  yes,  sir. 

Q.  That  is  right?  A.  Yes,  sir. 

Q.  And  then  they  have  to  be  brought  some  distance  from 
where  they  are  picked  to  the  plane,  which  may  be  five  or 
ten  miles?  A.  Well,  there  are  a  lot  of  growers  in  the 
California  area,  and  the  Texas  area,  that  are  plan- 

1546  ning  to  put  these  pre-cooler  refrigeration  systems 
right  at  the  airport.  They  are  planning  to  ship  large 

volumes  right  from  the  airport.  And  any  delay  like  that, 
that  can  be  cut  out,  in  these  highly  perishable  produce 
items,  is  most  important. 

Because  it  is  that  much  more  of  an  advantage  to  the 
receiver,  as  he  has  that  much  longer  to  sell  it  after  it  gets 
there. 

And  the  freshness  of  these  items  is  very  important. 

Q.  Now,  with  respect  to  the  cities  that  you  list  on  Ex¬ 
hibit  6A,  in  California:  There  isn’t  one  of  those,  is  there, 
that  is  more  than  25  miles  from  a  certificated  airport?  A. 
What  page  is  that? 

Q.  Page  20.  A.  No,  as  I  said,  those  cities  aren’t  any¬ 
thing  really  except  reference  points  in  the  area.  They 
aren’t  at  all  the  only  cities  we  are  supposed  to  serve,  and 
I  don’t  know  how  far  they  are  from  where  a  certificated 
service  is  already  serving. 

However,  that  certificated  service  might  be  north  and 
south  instead  of  in  the  direction  of  flow  of  the  freight. 

Q.  Well,  assuming  you  had  it  in  the  direction  of  the 
freight,  and  it  was  within  25  miles  of  where  they  picked 
this  produce:  It  wouldn’t  take  them  very  much  longer  to 
bring  it  in  there  than  to  bring  it  into  the  airport  in  the 
particular  time,  would  it?  A.  I  don’t  know  about  that. 
It  would  depend  on  the  service  that,  you  see,  was 

1547  offered. 

Q.  Well,  I  mean  on  the  distance  involved.  A. 
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If  it  was  within  25  miles,  it  doesn’t  take  long  to  go  25  miles. 

Q.'  And  if  you  had  a  certificated  city  like  Los  Angeles, 
where  you  have  a  tremendous  amount  of  flights  going  east 
and  west,  that  certaily  would  be  to  the  advantage  of  the 
shipper,  wouldn’t  it,  rather  than  to  have  just  one  flight  on 
demand  that  would  call  in  at  a  particular  small  town?  A. 
I  don’t  believe  so.  I  don’t  believe  they  have  found  that  yet, 
in  their  shipments 

Q.  As  a  matter  of  fact,  your  experience  so  far  has  been, 
on  perishables,  that  the  tendency  is  to  ship  only  a  bit  of  it 
by  air  until  the  bulk  of  the  crop  can  reach  the  market  by 
rail;  isn’t  that  right?  A.  It  has  been  a  bit,  really,  in  the 
total  tonnage.  However,  this  perishable  thing  is  going  to 
be  a  long  development  that  is  going  to  take  a  lot  aggressive 
promotion. 

The  consumer  demand  has  to  be  built  up,  and  the  service 
has  to  be  available,  and  it  is  my  feeling  that  airborne 
perishables  some  day  are  going  to  take  the  place  of  frozen 
foods.  Up  to  the  present  time,  it  has  been  beating  the 
rail-borne  perishables  in  large  part. 

Q.  There  are  very  few  perishables,  as  a  matter  of  fact, 
that  can’t  be  transported  by  rail  without  having  much 
shrinkage;  isn’t  that  correct?  A.  There  are  a  few  in  the 
total  amount  of  perishables,  but  large  as  far  as  freight 
shipments  are  concerned. 

1548  Q.  And  they  have  been  shipped  for  years  by  rail 
express  at  a  very  cheap  rate;  isn’t  that  correct? 
A.  I  think  most  of  them  have  gone  by  refrigerated  freight 
and  regular  freight,  instead  of  rail  express;  I  might  be 
wrong  on  that.  But  that  doesn’t  discourage  me  on  the 
potential  of  this  airborne  freight,  as  far  as  perishables 
are  concerned. 

I  think  there  is  a  great  potential. 

Q.  The  cost  of  moving  that  product  is  very  important  to 
the  shipper,  isn’t  it?  A.  But  also,  the  condition  it  is  re¬ 
ceived  in  is  very  important  to  the  consumer. 
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Q.  If  you  have  even  a  ten  per  cent  shrinkage,  and  yet 
you  have  to  pay  two  to  three  times  for  air  shipment,  it 
certainly  would  be  in  the  interests  of  the  shipper  to  move 
it  by  rail  ?  A.  I  don’t  think  the  shrinkage  is  so  important. 
I  think  the  quality  is  more  important  than  the  shrinkage, 
as  far  as  paying  the  additional  air  freight  charges  is  con¬ 
cerned. 

Q.  Now,  I  think  you  testified  that  a  very  important  mat¬ 
ter  to  the  shippers  was  the  on-time  arrival  of  their  ship¬ 
ment  at  a  particular  place  at  a  particular  time.  A.  I 
wouldn’t  say  that.  As  to  this  matter  of  a  regular  time,  as 
I  have  said  a  lot  of  times  in  this  hearing:  I  don’t  believe 
that  to-the-minute  or  to-the-hour  arrivals  are  particularly 
necessary,  and  I  don’t  think  that  is  offered  in  other  forms 
of  transportation. 

Q.  Of  course,  there  is  no  question,  is  there,  that 
1549  with  the  demand  stops,  or  the  possibilities  of  demand 
stops,  enroute,  you  are  going  to  have  a  later  arrival 
time  at  destination  than  contemplated  when  the  plane 
started  out?  A.  It  would  probably  be  contemplated  be¬ 
fore  the  plane  starts  out  that  we  will  have  these  stops 
at  demand  points. 

Q.  Well,  you  can’t  tell  at  times,  can  you,  whether  you 
are  going  to  have  two  demand  point  stops  or  whether  you 
are  going  to  have  six? 

You  expect  that  you  are  going  to  have  some  shipments 
brought  in  while  the  plane  is  in  the  air;  isn’t  that  correct? 
A.  Well,  possibly.  But  I  think  it  is  going  to  be  close  enough 
to  satisfy  the  public  need  for  an  exact  schedule.  I  think 
we  are  going  to  be  able  to  give  them  ETA’s  to  the  destina¬ 
tion,  and  also  departure  times,  that  are  going  to  satisfac¬ 
torily  serve  the  shipper  and  give  him  what  he  wants. 

Q.  How  do  you  intend  to  set  up  your  rates?  For  in¬ 
stance,  would  a  shipper  out  of  Los  Angeles  with  no  demand 
stops  have  the  same  rate  as  one  that  would  have  six  demand 
stops?  A.  That  is  correct. 
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Q.  You  said  something  yesterday  about  warehousing 
facilities.  Do  you  expect  to  have  warehousing  facilities  at 
each  point  on  your  proposed  routes?  A.  I  think  we  will 
probably  have  airport  warehousing  at  our  principal  points, 
and1  we  are  going  to  arrange  other  warehousing  at  our 
demand  points. 

Q.  In  other  words,  you  would  have  to  save  airport  ware¬ 
housing  at — what?  Some  twelve  or  fourteen  points? 

1550  A.  We  practically  have  it  now. 

Q.  And  on  what  facilities  are  you  going  to  have  it 
at  your  other  points?  A.  We  will  arrange  for  warehous¬ 
ing  at  the  demand  points. 

Q.  You  mean  arrange  for  warehousing  at  the  airport? 
A.  Not  necessarily  so.  It  would  depend  on  what  the  re¬ 
quirements  are. 

Q.  Well,  I  mean  if  you  are  in  a  place  where  you  have 
perishables,  you  would  have  to  have  it  at  the  airport, 
wouldn't  you?  A.  I  stated  that  one  of  our  plans  for  these 
airport  markets,  as  they  change  very  rapidly,  is  to  have 
an  air-conditioned  Freuhauf  trailer  that  makes  the  markets 
and  serves  as  a  warehouse  at  the  airport. 

Q.  You  certainly  would  have  to  have  quite  a  number  of 
those  if  you  were  certificated  for  California,  with  the 
number  of  cities  there?  A.  No,  sir,  I  don’t  think  so;  be¬ 
cause  the  perishable  markets  are  concentrated,  and  move 
up  and  down  with  the  seasons. 

Q.  On  page  30  of  your  exhibits,  here,  you  talk  of  having 
reviewed  the  specifications  of  a  new  type  of  aircraft,  cargo. 
What  plane  is  that?  Can  you  tell  us?  A.  We  have  really 
been  very  interested  in  a  new  type  cargo  airplane,  and  we 
have  done  our  utmost  with  our  engineering  department  to 
find  one  that  is  going  to  be  more  suitable  than  the  present 
airplanes. 

We  have  worked  with  Lockheed,  Curtiss,  Douglass, 

1551  Martin,  Consolidated,  Boeing;  practically  all  of  the 
airplane  manufacturers. 
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We  have  given  them  the  specifications  we  have  hoped 
for.  I  think  we  have  made  swell  progress  in  the  thing. 
Curtiss  has  come  out  with  a  new  type  of  cargo  airplane. 
Lockheed  has  come  out  with  initial  plans  for  a  new  type 
cargo  airplane. 

And  I  think  all  the  rest  of  them  are  very  interested  in  it. 

Q.  You  speak  of  a  particular  type  here.  Which  one  did 
you  have  in  mind  ?  A.  The  model  number  ? 

Q.  No,  you  said:  “Specifications  for  such  an  airplane 
have  been  reviewed  with  aircraft  manufacturers.”  You 
meant  with  various  ones  of  the  particular  type  of  aircraft? 
A.  Yes,  sir. 

Q.  What  would  that  aircraft  cost?  A.  It  is  hard  to  say. 
It  could  cost  between  three  hundred  thousand  dollars  and 
one  million  three  hundred  thousand  dollars  if  it  satisfies 
the  needs  of  air  freight;  and  if  the  costs,  operating  costs, 
are  reasonable  enough  to  pay  for  the  depreciation  of  that 
airplane,  it  doesn’t  make  any  difference  to  us  whether  it 
costs  300  thousand  dollars  or  $1,300,000. 

Q.  You  are  thinking  of  a  fleet  of  fifty  of  those?  A.  Yes, 
sir. 

Q.  You  presently  have  ten  planes,  which  I  think  you 
paid  twenty  thousand  dollars  apiece  for?  A.  We  paid 
$27,500  without  modification- 

1552  Q.  And  naturally,  your  depreciation  item  was  very 
small  on  those;  is  that  right?  A.  It  is,  but  the 
operating  costs,  direct  operating  costs,  in  which!  we  in¬ 
clude  depreciation,  are  higher  than  we  hoped  for.  And  as 
to  the  costs  on  these  fifty  new  airplanes,  which  will  also 
include  depreciation,  when  they  cost  a  million  and  a  half 
dollars,  the  cost  is  going  to  be  lower. 

Q.  On  fifty  of  those,  at  a  million  and  a  half  dollars 
apiece,  there  is  going  to  be  quite  a  sizeable  depreciation 
cost?  A.  That  is  not  what  we  estimate  as  to  the  cost  in 
these  studies,  but  it  would  be  all  right  with  us  if  the  oper¬ 
ating  cost  was  low  enough  to  take  care  of  that  depreciation. 
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Q.  Now,  your  exhibit  SA-52,  page  4,  shows  an  average 
revenue  per  ton-mile  flown  in  August,  1946,  of  11.07  cents ; 
is  that  correct?  A.  That  is  correct. 

Q.  The  indication  from  that  is  that  the  return  on  some 
shipments  is  higher  and  on  others  lower;  is  that  correct? 
A.  I  think  that  11.07  represents  our  average  revenue. 

Q.1  Well,  that  would  indicate  that  some  returns  were 
lower  and  some  higher;  is  that  correct?  A.  Absolutely. 
Some  charges  are  higher  and  some  lower. 

Q.  Can  you  tell  me  what  the  lowest  rate  that  you  charged 
during  that  month  per  ton-mile  for  the  shipment  of  goods 
was?  A.  It  was  all  based  on  14  cents  a  pound  of  14  dol¬ 
lars  a  hundred,  New  York  to  Los  Angeles,  and  it  was 
scaled  from  that  rate. 

•  #  *  *  • 

1554 

Cross  Examination 
By  Mr.  Rett: 

*  •  #  *  # 

1556 

•  •  •  •  « 

Q.  My  recollection  of  your  testimony  during  one  of  these 
days  was  that  your  proposal  would  serve  the  regular  ship¬ 
per;  is  that  correct?  A.  That  is  correct. 

Q.  Now,  by  “regular  shipper,”  do  you  mean  such  con¬ 
cerns  as  Marshall  Field  and  Saks  Fifth  Avenue,  who  have 
shipments  of  fair  amounts,  relatively  large  amounts — ? 
A.  No,  sir,  I  don’t. 

Q..  May  I  finish  my  question?  — fairly  large  amounts  of 
shipments,  periodically;  daily,  weekly,  bi-weekly,  or  some¬ 
thing  like  that?  A.  I  think  it  would  serve  them,  but  I  think 
it  would  also  serve — Let  me  take  a  “for  instance”  here. 
For  instance,  a  hotel,  or  several  hotels  in  the  California 
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area,  wanted  Maine  lobsters.  And  they  didn’t  want  a 
thousand,  pounds  a  day,  or  a  large  shipment,  but  they 
wanted  them  regularly.  They  shipped  the  lobsters  all-year- 
round  to  California,  say ;  maybe  fifty  pounds  a  day  to  each 
of  these  hotels. 

I  think  they  would  consolidate  that,  and  it  would  serve 
them.  The  ones  I  don’t  believe  it  would  serve  are  the  ones 
that  demand  the  exact  pickup  and  delivery,  exact  schedule 
time,  or  emergency  shipments,  where  the  convenience  of 
small  shipment  is  now  offered  by  air  express. 

1557  Q.  What  you  are  thinking  of  is  daily  or  weekly 
or  bi-weekly  shipments?  A.  Yes,  someone  that 

ships  all  the  time  by  air  freight,  I  think  we  would  serve. 

Q.  Now,  in  connection  with  demand  points,  I  believe 
you  also  stated  that  if  the  traffic  develops  sufficiently  at 
the  demand  point  you  would  put  it  on  the  fixed  schedule 
service;  is  that  correct?  A.  Yes,  sir,  we  would  make  it  a 
principal  point. 

Q.  How  much  tonnage,  if  you  have  any  opinion  on  it, 
would  there  be  required  to  give  one  of  these  demand  points 
principal  point  service?  A.  I  think  if  they  need  year- 
around  daily  service  it  would  be  a  principal  point. 

Q.  Well  now,  how  much  tonnage  per  day,  per  week,  or 
per  year?  Do  you  have  any  estimate  on  that?  That  would 
justify  the  service  economically?  A.  I  think  that  is  what 
it  would  depend  upon.  I  don’t  really  have  the  exact  ton¬ 
nage.  I  don’t  know  at  all  what  it  would  be.  I  imagine  it 
would  be  two  or  three  thousand  pounds  or  something  like 
that. 

Q.  Per  day?  A.  Something  like  that. 

Q.  Another  point  that  was  gone  into  briefly  was  service 
areas  of  airports.  I  believe  you  stated  you  would  serve 
all  areas  within  the  service  area  of  an  airport;  is  that 
correct?  A.  Yes,  sir,  I  believe  it  is. 

1558  Q.  Now,  what  do  you  regard  as  service  area  radi¬ 
us;  25-mile  radius,  50-mile  radius,  or  what?  A. 
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Well,  it  would  depend.  The  closer  the  airport,  I  think  the 
more  the  demand  would  be.  However,  you  might  get  ship¬ 
ments  from  one  hundred  miles  out.  But  I  think  the  closer 
the  area  to  the  airport,  the  more  shipments  you  will  get 
from  it. 

Q.  25-mile  radius,  however,  would  be  a  convenient  ser¬ 
vice  radius  ?  A.  In  a  lot  of  cases  I  think  it  would  be. 

Q.  Now,  at  these  demand  points,  you  stated  that  you 
would  have  either  agents  or  your  own  employees  to  handle 
the  shipments,  or  unloads.  My  understanding  is  that  for 
shipments  over  two  hundred  pounds,  however,  you  need 
rather  specialized  or  particluar  equipment  to  unload  or 
load  the  shipment  on  the  plane. 

Does  Slick  contemplate  providing  that  equipment  at 
these  demand  points?  A.  We  do  intend  to  provide  what¬ 
ever  equipment  is  necessary,  that  is  feasible.  We  have 
had  a  lot  of  shipments  weighing  up  to  eight  thousand 
pounds  going  into  a  place  where  we  had  no  one.  And  we 
have  always  been  able  to  make  arrangements  for  loading 
and  unloading. 

However,  I  think  that  the  airplane  also  will  be  equipped 
with  loading  and  unloading  equipment. 

Q.  Yes,  I  appreciate  that,  but  I  thought  the  loading  and 
unloading  equipment  on  the  airplane,  the  boom,  and  such 
things,  would  not  accommodate  the  very  large  shipments. 

A.  That  is  one  of  the  disadvantages  right  now  of 
1559  airplanes,  and  that  is  why  we  are  so  anxious  to  get 
an  air  freight  airplane,  to  alleviate  this  problem. 

However,  we  do  intend  to  supply  what  can  reasonably  be 
expected  to  load  and  unload  airplanes. 

Q.  At  all  these  demand  points?  A.  Yes,  whatever  was 
really  needed. 

Q.  Now,  as  I  understand  some  of  your  testimony,  your 
efforts  to  date  have  been  directed  toward  getting  into  the 
common  carrier  business.  Is  that  correct?  A.  That  has 
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been  the  concept  of  the  company  since  it  was  started:  to 
eventually  become  a  common  carrier. 

Q.  And  your  efforts  have  been  directed  in  that  direc¬ 
tion?  A.  As  far  as  this  hearing  is  concerned;  yes,  sir. 

Q.  Now’,  in  addition  to  the  reductions  in  personnel  you 
referred  to,  have  there  been  any  of  your  sales  offices  which 
have  been  closed? 

Mr.  Morris :  Mr.  Examiner,  I  question  the  value  to  this 
record  of  increases  or  decreases  in  personnel.  They  have 
been  more  or  less  routine  propositions  in  the  past.  What 
we  are  looking  to  is  the  future. 

I  have  nothing  to  conceal.  I  am  just  thinking  about  re¬ 
straining  the  record  to  some  reasonable  length  on  the 
subject. 

Mr.  Rett:  May  I  be  heard  for  a  moment?  I  think  there 
is  an  exhibit  in  here  that  shows  the  personnel  offices,  the 
personnel  at  those  sales  offices,  and  so  on.  If  there  has 
been  any  change  in  that,  I  would  just  like  to  have  it  cor¬ 
rected. 

1560  Mr.  Morris:  If  it  is  related  to  bringing  the  ex¬ 
hibits  up  to  date,  that  is  all  right. 

Examiner  Cusick:  It  is  with  respect  to  the  exhibit;  is 
that  correct? 

Mr.  Rett:  That  is  right. 

Examiner  Cusick:  The  objection  is  withdrawn? 

Mr.  Morris :  That  is  right.  We  have  no  objection  to  that. 

The  Witness :  There  have  been  changes  in  our  sales  or¬ 
ganization,  and  some  places  we  have  needed  more,  and 
some,  less.  However,  we  have  closed  our  Milwaukee  and 
Boston  offices,  and  our  Milwaukee  and  Boston  business  is 
now  being  handled  from  the  New  York  and  the  Chicago 
sales  offices;  principally  because  our  load  factor  to  the 
eastern  area  w’as  running  so  high  we  couldn’t  accept  any 
more  business. 
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Q.  Were  those  closed  recently,  Mr.  Slick?  A.  It  has 
been  several  months  ago. 

Q.  Now,  in  connection  with  this  matter  of  curtailment, 
you  have  also  mentioned  the  advertising  expenditures,  I 
think,  that  your  company  has  made;  educational  adver¬ 
tising. 

I  would  like  to  have  you  turn  to  Exhibit  55,  page  2.  I 
appreciate  that  you  don’t  sponsor  this,  Mr.  Slick,  but 
probably  you  could  answer  a  general  question  about  it. 

[  notice  that  advertising  and  publicity  have  been  cut 
to  a  total  of  620  dollars  in  the  month  of  October.  A.  That 
is  correct;  yes,  sir. 

1561  Was  there  any  reason  for  that?  A.  There  was. 

When  we  made  that  14-cent  rate  at  the  end  of  June, 
we  stopped  all  advertising. 

Q.  The  14-cent  rate  was  a  lower  rate  than  you  had  been 
charging?  A.  Yes,  sir. 

Q.  Now,  in  your  contract  operations,  have  you  in  all 
cases  charged  shippers  or  consignees  on  identical  basis  of 
rates?  A.  No.  The  rates  have  been  very  flexible  in  our 
operation  to  date.  They  have  changed  several  times,  and 
we  have  had  different  allowances  for  different  size  ship¬ 
ments. 

And  those  bases  have  changed  several  times. 

Q.  I  don’t  mean  during  different  periods,  but  at  the  same 
time.  A.  Well,  we  have  charged,  I  would  say,  on  the 
whole,  if  the  shipment  ’was  the  same  and  the  distance  was 
the  same  and  the  conditions  were  the  same  and  the  cubic 
weight  was  up  to  standard — I  would  say  we  charged  the 
same  thing. 

Q.  In  all  instances?  A.  Not  in  all  instances,  but  practi¬ 
cally  all. 

Q.  In  connection  with  the  C-46’s,  the  useful  load,  I  be- 
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lieve,  is  12,200  pounds.  A.  That  is  the  maximum  that  we 
have  now. 

Q.  Maximum  useful  load.  A.  Yes. 

Q.  What  useful  load  do  you  estimate  in  your  proposed 
operations?  A.  We  estimate  a  gross  of  49;  we  have 

1562  a  gross  of  45  now:  49  thousand  gross,  and  we  are 
grossing  now  45. 

I  would  say  it  would  be  around  four  thousand  additional 
pounds,  which  will  be  used  in  part  by  gasoline.  Mr.  Dun¬ 
lap  can  give  you  the  exact  figures  on  the  useful  load  of  the 
airplane.  But  that  is  it  approximately. 

Q.  He  can  give  me  the  data  for  the  present,  as  well  as 
the  R-2800’s?  A.  That  is  right. 

Q.  With  respect  to  Exhibit  52,  do  you  sponsor  that,  Mr. 
Slick?  A.  Yes,  sir,  I  do. 

Q.  On  aircraft  utilization,  Exhibit  52,  page  3,  do  these 
figures  in  the  second  chart  include  the  operation  of  air¬ 
craft  in  what  you  might  call  dry  hauls;  that  is,  empty 
trips  that  you  may  have  made?  A.  Yes,  sir,  I  believe  they 
do.  I  believe  they  include  all  flying  that  we  have  done  ex¬ 
cept  test  hopping. 

Q.  All  right.  The  heading  of  this  second  chart  is  “Daily 
Utilization  on  Operating  Status.”  The  words  “operating 
status”  somewhat  confuses  me.  What  do  you  mean  by  that 
language?  A.  Well,  I  think  that  that  means  that  we  had 
some  airplanes  that  were  being  modified  and  licensed  that 
were  not  available  to  operations  for  revenue  flying. 

But  it  includes  the  fleet  as  of  now. 

Q.  Does  it  include  time  when  an  airplane  is  in  for  over¬ 
haul?  A.  Oh,  absolutely.  It  includes  our  whole  fleet. 

1563  If  we  crack  one  up,  of  course,  that  would  no  longer 
be  counted. 

Q.  It  just  eliminates  the  modification?  A.  That  is  right. 
It  is  the  ones  that  are  available  to  use. 

Q.  You  have  made  some  reference  to  your  shipments  of 


1796 


Excerpts  from  Testimony  of  Earl  F .  Slick 

perishables,  and  I  believe  it  has  been  referred  to  that  you 
hope  that  fifty  per  cent  of  your  traffic  ultimately  will  be 
fresh  fruits  and  vegetables;  that  is  correct,  isn’t  it?  A. 
I  sure  do. 

Q.  And  that  traffic  would  move  principally  from  Cali¬ 
fornia  to  the  East  and  Middle  West,  and  from  Texas  to 
the  Middle  West?  A.  That  is  the  flow  of  perishable  traffic. 
However,  there  are  perishables  that  come  the  other  way. 

Q.  And  you  also  expect  this  ultimately  to  move  in  plane¬ 
load  shipments?  A.  Not  necessarily.  I  think  that  usually 
perishable  shipments  are  shipped  in  big  volume.  On  the 
railroads,  they  usually  get  separate  cars. 

Q.  I  appreciate  that  it  is  not  necessarily  so.  I  assume 
you  will  have  enough  to  handle  all  these  planeload  ship¬ 
ments?  A.  We  will. 

Q.  One  of  your  exhibits — I  think  it  is  Exhibit  51 — indi¬ 
cates  that  the  peak  producing  months  in  California  and 
Texas  combined  are  December  and  January,  when  there 
are  eight  or  nine  producing  counties,  while  between 
1564  July  and  October  the  two  states  have  between  two 
and  four  producing  counties  combined. 

Since  there  is  going  to  be  this  fluctuation  in  the  pro¬ 
duction  of  produce,  won’t  that  result  in  having  some  sur¬ 
plus  aircraft  turning  around?  A.  I  don’t  believe  so.  I  be¬ 
lieve  that  this  area  is  going  to  be  able  to  help  this  problem. 
It  will  always  be  somewhat  of  a  problem,  and  there  are 
going  to  be  small  peaks,  but  I  don’t  believe  that  the  peaks 
are  going  to  be  great. 

For  instance,  between  July  and  October,  is  now  the  best 
time  to  ship  strawberries  out  of  California.  And  also  be¬ 
tween  July  and  October  your  shipments  the  other  way  are 
usually  lighter. 

That  is  a  little  bit  lighter  season  in  your  merchandise 
shipments. 

Q.  They  will  be  lighter  in  July  and  October?  A.  They 
decrease  in  July  and  start  picking  up  in  August. 
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Q.  But  lias  that  been  your  experience  at  the  present 
time;  that  your  merchandise  shipments  have  been  light? 
A.  Lighter. 

Q.  Lighter  in  July  through  October?  A.  They  fell  off 
in  June  and  July,  I  think,  and  I  think,  and  I  think  it  is  the 
natural  tendency.  We  weren’t  able  to  build  the  volume 
right  then. 

Q.  They  did  pick  up,  however,  in  August  and  Septem¬ 
ber.  A.  They  did.  We  are  just  moving  a  very  small  part 
of  w’hat  we  hope  to  move. 

1565  Q.  Well,  there  is  the  problem  there,  nevertheless, 
isn’t  there?  A.  It  is  a  slight  problem,  yes.  But  we 
feel  sure  we  are  going  to  be  able  to  have  12-month-a-year 
loads. 

Q.  As  to  this  subject  of  scheduling,  that  has  been  pretty 
well  covered,  but  there  is  just  one  other  question  I  have, 
and  that  relates  not  so  much  to  the  flexible  scheduling  as 
the  fixed. 

As  I  understand,  as  principal  points  you  will  pick  up 
shipments  from  one  hundred  pounds  on  up.  A.  That  is 
correct. 

Q.  Now,  these  shipments  between  one  hundred  pounds 
and  a  thousand  pounds,  from  a  principal  point  to  a  de¬ 
mand  point:  Will  they  be  sent  to  the  nearest  principal 
point  to  their  destination?  A.  Or  to  the  nearest  demand 
point  where  a  thousand  pounds  is  going? — if  there  hap¬ 
pens  to  be  a  demand  point  near  where  a  thousand  pounds 
is  going. 

Q.  On  your  particular  shipment?  A.  Yes,  sir.  And 
one  thing  I  might  clear  up  on  your  statement :  one  hundred 
pounds  isn’t  a  minimum  shipment  we  will  pick  up.  It  is 
a  minimum  charge,  and  there  could  be  a  consolidation 
of  shipments  to  equal  that  one  hundred  pounds. 

Q.  For  example,  if  there  was  a  hundred-pound-shipment 
from  Chicago  to  Washington,  I  take  it  you  wouldn’t  even 
carry  that  unless  you  had  another  five  hundred  pounds 
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or  a  thousand  pounds  destined  to  Washington!  A.  We 
would  carry  it  to  Philadelphia  and  put  it  on. 

1566  Q.  Is  that  a  principal  point?  A.  A  principal 
point;  yes,  sir. 

Q.  In  regard  to  the  stock  issue,  which  I  believe  Mr.  Page 
referred  to,  is  it  contemplated  that  that  would  be  issued 
to  the  public  generally,  or  have  you  been  considering  in¬ 
teresting  anyone  or  few  individuals  in  investing  in  that 
stock?  A.  Our  plan  in  its  initial  offering  is  to  have  a 
limited  number  of  individuals.  However,  it  would  be  regis¬ 
tered  as  a  public  offering. 

Q.  Are  those  individulas  already  with  your  company? 
A.  No,  sir,  they  are  not. 

Q.  Do  you  have  any  particular  individuals  in  mind? 
A.  No,  sir,  I  haven’t.  There  are  quite  a  few  individuals 
that  have  approached  us  on  the  subject. 

Q.  in  that  connection,  have  you  been  considering  dis¬ 
posing  of  any  of  your  present  holdings  in  the  company? 
A.  No,  sir,  absolutely  not. 

Q.  Or  any  of  the  other  stockholders?  A.  No,  sir. 

•  *  •  •  • 

1567 

•  #  *  •  • 

Cross  Examination 
By  Mr.  Grisard: 

Q.  Mr.  Slick,  in  your  opinion,  is  a  certificate  of  public 
convenience  and  necessity  preferable  to  an  exemption 
order  permitting  any  carrier  to  operate  scheduled  air 
freight  service  anywhere  in  the  United  States?  A.  Yes, 
sir,  it  is. 

Q.  Can  you  tell  us  why  you  think  so?  A.  I  think  that 
it  would  be  better  to  come  under  the  regulations  of  the 
Board  more  thoroughly  under  certificate  than  it  would 
be  under  exemption. 
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Q*  Then  you  would  think  that  a  regulated  air  pattern, 
with  air  freight  competition,  should  be  set  up?  A.  Yes, 
sir,  I  do. 

Q.  Do  you  find  that  the  present  competitive  practices 
in  this  air  freight  business  are  uneconomic?  A.  To  some 
extent;  yes,  sir. 

Q.  For  example,  as  to  your  own  rate  structure,  your 
present  rate  structure:  is  that  one  which  you  have  volun¬ 
tarily  established,  or  have  you  been  compelled  to  go  as 
low  as  you  have  by  competitive  practices?  A.  As 
1568  to  the  structure  right  now  of  the  rates  we  are 
charging,  they  are  voluntary.  As  I  said,  we  make 
this  descent  a  little  bit  faster  than  was  economical  for  the 
company.  Our  aim  would  be  to  give  the  lowest  possible 
rates,  but  these  rates  were  brought  in  before  the  com¬ 
pany  were  really  ready  for  them. 

Q.  If  the  Board  should  certificate  four  or  five  air  freight 
carriers  on  a  nationwide  basis,  in  your  opinion  could  the 
carriers  remaining,  who  are  now  operating  as  contract 
or  non-scheduled  common  carriers,  survive?  A.  Yes,  sir. 
As  I  said,  I  think  that  the  possibility  of  expansion  in 
this  classification  is  limited. 

However,  I  do  think  there  is  going  to  be  a  place  for 
those  carriers. 

Q.  Well,  in  your  opinion,  how  many  air  freight  carriers 
could  economically  be  certificated  on  an  area  basis  to 
serve  the  same  four  areas  for  which  you  have  applied? 
A.  I  think  as  far  as  the  same  areas  that  we  have  applied 
for  are  concerned,  1  think  there  ought  to  be  several  into 
each  area. 

I  think  there  are  also  other  economical  areas  which 
could  be  given  to  other  carriers  within  the  United  States. 

Q.  Are  there  any  other  areas  in  the  United  States  which 
you  can  compare  in  economic  strength  with  the  four  areas 
you  have  selected?  A.  I  think  the  four  that  we  have  se¬ 
lected  have  the  greatest  immediate  potential.  I  think  there 
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are  some  other  very  strong  areas  in  the  country;  for  in- 
1  stance,  the  Buffalo-Pittsburgh-Cleveland  area,  which 

1569  we  have  not  applied  for,  is  an  outstanding  one  in 
the  East. 

Examiner  Cusick:  1  would  like  the  answer  just  prior 
to  this  one  clarified,  Mr.  Grisard,  if  I  might.  It  is  my 
understanding  that  you  think  at  the  outset  there  should 
be  paralleling  competition  to  these  areas  by  new  freight 
operators  ? 

The  Witness :  I  believe  there  is  enough  potential  within 
these  areas  for  several  air  carriers. 

Examiner  Cusick:  At  the  outset! 

The  Witness:  Yes,  sir. 

Examiner  Cusick:  Thank  you. 

Bv  Mr.  Grisard: 

Q.  In  your  opinion,  Mr.  Slick,  would  a  certificate  which 
restricted  your  company  from  operating  between  points 
now  provided  with  one-carrier  service  enable  you  to  oper¬ 
ate  successfully  !  A.  1  don’t  believe  that  it  would. 

Q.  Would  Slick  accept  a  certificate  which  was  so  re¬ 
stricted!  A.  I  don’t  believe  that  it  would,  sir. 

Q.  On  page  25,  paragraph  4,  of  your  principal  exhibit, 
you  state  that  by  serving  entire  areas  the  shipper  is  of¬ 
fered  the  choice  of  ultimate  markets  should  conditions 
change  while  the  shipment  is  enroute.  What  conditions 
do  you  refer  to  there:  weather,  market,  or  what?  A. 
Market,  principally,  sir.  A  lot  of  times,  on  a  perishable 
market  particularly,  where  you  are  trying  to  beat  a  train¬ 
load  shipment  into  the  market,  the  shipper  will 

1570  desire  the  load  to  be  sent  to  another  destination 
rather  than  the  original  one. 

Q.  And  in  such  case,  do  you  have  the  authority  to  dis¬ 
pose  of  that  shipment  at  the  ultimate  stop?  A.  I  would 
presume  that  the  shipper  would  make  those  arrangements. 


1801 


Excerpts  from  Testimony  of  Earl  F.  Slick 

Q.  On  page  26,  there  is  a  statement:  “The  westbound 
and  southbound  traffic  requires  close  scheduling;  while 
perishable  traffic  requires  great  flexibility. 

If  high  load  factors  and  minimum  non-revenue  flying 
are  to  be  achieved,  as  they  must  be,  the  area  plan  of 
operation  is  the  solution.” 

What  is  Slick’s  experience  as  to  westbound  and  south¬ 
bound  load  factors  as  opposed  to  eastbound  and  north¬ 
bound  factors?  A.  Westbound  and  southbound  have  been 
very  high.  They  have  been,  I  would  say,  up  to  90  per 
cent  or  close  to  it.  Eastbound  has  been  next  highest,  and 
our  northbound  has  been  the  smallest. 

Q.  And  have  you  found  those  conditions  to  prevail 
throughout  the  year,  or  throughout  the  months  you  have 
operated?  A.  On  the  whole,  yes,  sir. 

Q.  Then  there  is  an  unequal  direction  of  flow  of  traffic 
in  this  country,  isn’t  there?  A.  Apparently  right  now, 
yes.  However,  I  believe  that  the  perishable  market  will 
more  than  account  for  this  directional  flow. 

Q.  Have  you  ever  had  to  operate  dry  runs  be- 
1571  tween  any  of  your  areas?  A.  Very  often;  both 
ways. 

Q.  And  that  has  been  calculated  in  your  74  per  cent? 
A.  In  our  74  per  cent  load  factor  for  last  month ;  yes,  sir. 

Q.  Do  you  now  offer  any  differential  in  rate  according 
to  the  direction  of  flow,  in  order  to  offset  this  condition? 
A.  The  only  differential,  I  would  say,  right  now,  is  that 
we  have  a  rate  based  on  a  planeload  and  less-than-plane- 
load  charge  to  the  shipper,  and  we  are  not  offering  the 
planeload  charge  going  westbound. 

We  are  offering  it  going  eastbound,  to  take  care  of  the 
perishables.  It  would  come  closer  to  a  commodity  rate 
than  it  would  be  a  differential. 

Q.  Would  you  follow  the  same  practice  if  you  were 
certificated?  A.  As  long  as  the  rates  are  as  high  as 


1802 


Excerpts  from  Testimony  of  Earl  F.  Slick 

they  are  today,  I  believe  that  as  to  the  perishable  rate, 
you  might  have  to  have  a  commodity  rate  for  perishables. 

Q.  Does  Slick  now  employ  the  facilities  of  air  freight 
forwarders  or  consolidators?  A.  No,  sir,  we  do  use  a 
consolidator. 

Q.  In  how  many  cities?  A.  I  believe  in  two,  New  York 
and  Los  Angeles;  I  believe  those  are  the  only  places. 

Q.  What  has  been  your  experience  as  to  the  control  of  the 
!  sources  of  freight  which  is  exercised  by  the  freight 
1572  forwarders?  A.  Well,  as  to  the  freight  forwarders, 
1  I  really  don’t  know  very  much  about  their  opera¬ 
tion  yet.  However,  I  believe  that  they  will  fit  in,  as  they 
have  in  the  railroad  business,  to  combine  loads  for  as 
and  solicit  business. 

Q.  Would  the  certification  or  exemption  of  freight  for¬ 
warders  reduce  the  number  of  Slick  personnel  necessary 
to  solicit  freight?  A.  Possibly,  yes,  sir. 

Q.  And  would  reduce  vour  ground  expenses  accordingly? 
A.  Very  possibly,  yes,  sir. 

Mr.  Grisard:  Mr.  Examiner,  I  have  a  couple  of  questions 
here  to  ask  at  the  request  of  Mr.  Stewart,  who  is  the 
representative  of  Air  Dispatch,  Inc.,  under  Section  285.6(a) 
of  the  Economic  Regulations. 

By  Mr.  Grisard: 

Q.  Mr.  Slick,  in  your  previous  testimony,  you  have  sug¬ 
gested  that  you  plan  to  use  air  freight  forwarders  at 
demand  points  to  consolidate  shipments  of  less  than  your 
minimums  into  larger  loads.  To  what  extent  do  you  feel 
the  air  freight  forwarder  will  augment  your  service?  A. 
I  think  they  will  augment  in  both  solicitation  and  service. 

Q.  To  what  extent?  A.  Well,  that  is  a  little  difficult 
to  answer.  I  think  it  would  depend  upon  the  volume.  I 
think  at  the  demand  points  they  won’t  be  important, 
probably,  as  they  will  be  at  principal  points. 

Q.  Do  you  not  feel  that  it  will  be  practicable  for  an 
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air  freight  forwarder  knowing  your  schedules  and 

1573  space  requirements  to  help  you  maintain  more 
nearly  a  100  per  cent  load  factor?  A.  I  think  that 
they  will  be  a  help. 

Q.  On  page  28  of  Exhibit  SA-6,  you  refer  to  your  in¬ 
tended  use  of  the  C-46E.  And  elsewhere,  in  an  exhibit 
which  I  think  is  sponsored  by  Mr.  Dunlap,  it  is  stated 
that  the  C-46E  is  certificated  under  Part  03  of  the  Civil 
Air  Regulations.  A.  That  is  correct. 

Q.  Are  you  familiar  enough  with  that  certification  to 
discuss  it?  A.  I  am  in  general,  yes,  sir. 

Q.  You  know,  of  course,  then  that  the  aircraft  certifi¬ 
cated  under  Part  03  cannot  be  used  in  scheduled  cargo 
or  scheduled  passenger  carrying  operations?  A.  There 
seems  to  be  some  question.  We  have  talked  with  CAA 
for  several  months  on  this  regulation,  and  -we  have  built 
our  exhibit  for  the  04  regulation,  with  the  large  engines, 
in  the  C-46. 

However,  as  to  the  CAA,  we  have  communicated  with 
them,  and  we  have  several  letters,  where  it  seems  like  it 
might  be  possible  to  remain  under  03.  That  is  yet  under 
consideration  by  the  CAA. 

We  hope  yet  to  have  a  particular  freight  category  that 
will  be  more  economical  to  freight  points. 

Q.  Do  you  think  that  the  C-46E  can  meet  the  require¬ 
ments  of  04?  A.  Yes,  we  have  engineering  studies  on 
that. 

Q.  Could  it  meet  the  provisions  of  the  new  Part 

1574  04?  A.  I  don’t  know  exactly  what  that  is,  but  -we 
have  kept  abreast  of  that  with  our  engineers,  and 

as  far  as  I  know,  it  can. 

Q.  Why  was  it  necessary  for  Slick  to  have  this  type 
ship  certificated?  A.  We  were  the  only  commercial  user 
of  this  C-46,  and  there  wasn’t  anyone  else  to  do  it. 

Q.  The  Curtiss-Wright  Company  didn’t  wish  to  do  it? 
A.  Not  at  the  time. 
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Q.  I  believe  you  have  testified  that  the  purpose  of  this 
five  hundred  thousand  dollar  loan  was  to  obtain  addi¬ 
tional  working  capital;  is  that  correct?  A.  That  is  cor¬ 
rect.. 

Q..  And  you  intend  to  repay  the  loan,  I  suppose,  out 
of  the  proceeds  of  your  five  million  dollar  stock  issue? 
A.  That  is  cerrect. 

Q.  Do  you  expect  that  you  can  pay  any  of  the  interest 
on  the  loan  out  of  your  earnings,  before  the  due  date  of 
the 'note?  A.  We  have  present  working  capital,  and  we 
can  pay  it  out  of  our  present  working  capital.  We  do  in¬ 
tend  to  have  the  new  capital  in  within  the  next  several 
months. 

Q.  Do  you  have  any  underwriting  commitments  now 
on  your  five  million  dollars  issue?  A.  No,  sir,  there  will 
be  no  underwriters. 

Q.  That  will  be  a  general  public  offering,  I  take  it? 
A.  No,  it  won’t.  It  will  really  be  a  private  offering  to 
a  selected  few  individuals. 

Q.  But  there  are  a  sufficient  number  of  offerees 
1575  to  require  that  you  register  the  issue  with  the 
SEC;  is  that  correct?  A.  There  are  a  sufficient 
number,  but  the  number  is  questionable,  and  whether  it 
would  constitute  a  public  offering;  and  also  we  have  the 
stock  options  for  the  employees,  which  also  requires  regis¬ 
tration  with  the  SEC ;  we  put  the  two  together. 

Q.  In  your  registration  statement  and  prospectus,  will 
you  disclose  to  the  prospective  investors  the  statement 
which  you  made  this  morning  that  if  you  do  not  make  a 
certificate  you  will  probably  go  out  of  business?  A.  The 
registration  is  not  completed,  but  we  are  going  to  dis¬ 
close  all  pertinent  facts,  and  also  as  to  the  speculation 
here. 

Q.  And  you  think  you  will  be  able  to  dispose  of  the 
issue  despite  that  disclosure?  A.  Yes,  sir. 

Q.  On  Exhibit  35B,  page  266,  taking  Flight  24  as  an 
example,  I  note  that  it  would  originate  in  the  eastern 
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area  or  leave  the  eastern  area  at  1930  o’clock,  would  ar¬ 
rive  in  the  Middle  West  area  at  2306,  and  depart  the 
Middle  West  area  at  2336,  with  what  you  call  a  tolerance 
of  a  half  hour  in  the  Middle  West  area. 

Can  you  tell  us  how  many  demand  points  you  contem¬ 
plated  serving  on  that  schedule  in  the  Middle  West  area? 
A.  I  am  not  certain.  I  will  let  Mr.  Dunlap  go  into  more 
detail.  But  as  I  understand  this  schedule,  that  30  minutes 
is  for  refueling  if  the  ship  stops  at  Chicago  in  the  Middle 
West  area,  and  there  are  several  hours  of  tolerance 

1576  left  between  the  2336  and  the  1202,  to  stop  at  de¬ 
mand  points.  I  think  an  hour  is  left  for  each  de¬ 
mand  point,  46  minutes  to  an  hour. 

*  *  *  *  * 

Further  Direct  Examination 

By  Mr.  Morris: 

Q.  Mr.  Slick,  Mr.  Page  in  some  questions  adverted  to 
the  question  of  whether  what  you  were  doing  in  and  about 
this  application  was  with  the  full  knowledge  and  authoriza¬ 
tion  of  all  of  the  stockholders.  What  have  you  to  say  on 
that?  A.  Perhaps  I  can  bring  it  out  a  little  more  clearly. 
On  Exhibit  24B,  page  196,  the  list  of  stockholders,  as  you 
can  see  there  are  very  few  stockholders,  and  most  of  the 
majority  stockholders  are  on  the  board  of  directors. 

And  this  proceeding,  as  far  as  getting  the  application 
in  for  the  common  carrier  certificate  is  concerned,  has 
been  with  the  full  knowledge  and  approval  of  the  stock¬ 
holders. 

Q.  Mr.  Slick,  in  response  to  a  question,  I  believe,  by 
Mr.  Crimmins,  you  were  asked  to  state,  as  I  believe  it 
was  put,  whether  there  was  nothing  definite  in  the 

1577  certificate  which  you  visualized  and  hoped  the 
Board  might  grant  you,  as  to  the  demand  points. 

Do  you  have  anything  you  might  add  to  that?  A.  The 
certificate  I  visualized  will  have  definite  areas.  The  areas 
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will  be  limited  definitely.  The  principal  points  will  be 
stated  definitely,  with  permission  to  serve  the  demand 
points  within  these  areas. 

•  *  #  •  • 

1584 

John  Drew 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Morris: 

Q.  What  is  your  name?  A.  John  Drew. 

Q.  What  is  your  occupation  or  business,  Mr.  Drew? 
A.  Aviation  consultant. 

•  •  •  •  • 

1586 

•  •  #  •  • 

Cross  Examination 

By  Mr.  Page: 

•  •  •  •  • 

Q.  You  need  not  turn  to  it,  Mr.  Drew.  Would  you  turn 
to  SA-17,  page  163?  You  prepared  the  text  of  this  exhibit, 
I  assume,  Mr.  Drew"?  A.  Yes,  sir. 

Q.  And  it  is  entitled  “Traffic  Volume”.  Would  “estimate 
of  air  potential”  be  an  equally  good  title,  or  even  a  more 
accurate  title?  A.  I  believe  that  would  be  as  good  a 
title. 

Q.  Would  it  be  from  your  professional  standpoint  a 
more  accurate  title?  A.  Well,  the  subject  matter  included 
here  is  truck  traffic  volume.  This  is  specifically  an  esti¬ 
mate  of  traffic  potential  available  over  these  routes. 

1587  Q.  Air  potential  available  over  all  other  forms 
that  you  mention,  of  traffic,  in  these  pages?  A.  I  am  not 
quite  clear  on  your  question. 

Examiner  Cusick:  Read  the  question,  please. 
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(Question  read  by  reporter) 

The  Witness:  Well,  1  would  state  that  it  was  the  esti¬ 
mated  air  potential.  1  am  not  quite  clear  on  what  you 
mean  there. 

By  Mr.  Page: 

Q.  I  didn’t  mean  to  confuse  you.  You  mentioned  truck 
traffic.  That  is  why  I  asked  it. 

Would  you  please  look  at  the  next-to-the-last  pragraph 
on  page  163 1  1  believe  the  gist  of  that  is  that  three  billion 
ton-miles  was  the  1932  total  of  all  rail  traffic.  Or  does  that 
include  all  motor  traffic  as  well  as  rail?  A.  Three  billion 
ton-miles  includes  railway  express,  forwarder  traffic,  and 
LCL  traffic. 

Q.  That  means  just  rail,  then?  A.  Just  rail. 

Q.  Now,  for  1947,  turning  the  page,  you  expand  this 
to  an  estimated  7%  billion  ton-miles.  A.  That  is  correct 

Q.  Your  first  phrase  there,  sir,  is  the  estimated  1947 
“gross  national  product”.  You  capitalize  the  phrase  "Gross 
National  Product.”  Is  that  a  definable  quantum?  Is  that  an 
economist’s  coefficient,  this  “Gross  National  Product”? 
A.  That  is  right.  It  is  similar  to  Gross  National  Income. 

However,  it  includes  certain  additional  items  to 
1588  make  it  more  complete. 

Q.  I  see.  And  who  estimated  it?  A.  I  and  other 
members  of  my  firm  estimated  the  figure. 

Q.  Then  your  phrase  “The  estimated  1947  gross  national 
product  of  135  billion  dollars”  is  your  estimate.  A.  That 
refers  to  our  own  estimate. 

Q.  And  the  capitals  that  you  use  there,  then,  are  simply 
extemporaneous  capitals.  They  don’t  refer  to  any  pub¬ 
lished  report  or  any  recognized  figure,  do  they?  A.  That 
is  correct.  This  particular  estimate  of  gross  national 
product  is  our  own.  However,  it  is  in  line  with  estimates 
of  others. 

Q.  I  see.  Would  you  be  kind  enough  to,  very  briefly 
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and  non-technically,  explain  what  the  gross  national  prod¬ 
uct  is;  or  what  formula  is  used  to  derive  it?  A.  It  is  the 
total  of  all  incomes,  plus  depreciation  on  plant;  and 
1  believe,  return  on  investment. 

It  is  the  total  income,  on  the  one  hand;  on  the  other, 
the  total  production;  of  the  country. 

Q.  That  is  your  own  formula,  as  I  think  you  said?  A. 
No,  the  gross  national  product  for  the  previous  years  is 
published  in  various  reference  books,  the  statistical  ab¬ 
stract  of  the  United  States. 

Q,  That  is  what  I  was  getting  at.  It  is  a  quantum  that 
is  recognized  by  economists.  A.  That  is  correct. 

Q.  And  applying  that  gross  national  product,  then,  by 
increasing  the  rate  applied  to  the  previously  mentioned 
three  billion  ton-miles,  you  get  an  estimated  total 
1589  volume  of  merchandise  traffic,  moving  between  the 
proposed  areas  in  1947  of  7.5  billion  ton-miles. 

That,  again,  is  just  rail?  A.  That  is  right. 

Q.  That  is  expanding  the  previous  figure  we  mentioned. 
Then  you  refer  to  the  increment  or  addition  of  perishable 
commodities,  in  the  next  paragraph.  You  state  that  based 
on  an  average  haul  of  15  hundred  miles,  the  comparable 
ton-mile  figure  was  1.7  billion;  that  is,  the  rail  movement 
of  perishables.  A.  That  is  right,  yes. 

Q.  Then  you  say  “If  this  volume  is  projected  to  1947  on 
the  basis  of  increased  national  productivity  •  •  •  ”  Is 
that  again  an  application  of  the  gross  national  product? 
By  applying  the  gross  national  product  factor,  then,  in 
your  next  sentence,  projecting  that  to  1947,  you  get  the 
resulting  ton-mile  figure  of  approximately  4.12  billion 
ton- miles.  That  is  what  you  say  there.  A.  Yes. 

Q.  I  w’as  just  reading  from  it.  A.  Yes. 

Q.  That,  if  I  read  it  correctly,  Mr.  Drew,  is  simply  the 
extension  of  the  perishable  figure  of  1932  to  1947.  It  is  an 
extension,  by  applying  the  factor  there,  to  4.12  billion. 
Then  you  say,  very  conservatively,  “Another  25  per  cent 
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might  be  added  to  this  to  allow  (a)  for  the  many  types  of 
fresh  fruits,  vegetables  *  *  *  not  included  in  the  previous 
calculation.”  A.  That  is  right. 

1590  Q.  And  “for  shipments  to  other-than-major  cities 
in  the  proposed  areas”.  A.  Yes,  sir. 

Q.  Now,  where  would  you  get  that  other  25  per  cent 
from?  A.  Well,  as  you  mentioned,  the  base  of  the  esti¬ 
mate  is  rail  traffic  only  and  includes  only  certain  perish¬ 
ables.  We  have,  I  would  say  very  conservatively,  made 
a  25  per  cent  allowance  to  include  other  traffic  carried  by 
truck,  for  example,  and  for  other  products  than  those  in¬ 
cluded  in  the  base  estimate. 

Q.  Well,  you  wouldn’t  say  it  is  a  guess,  would  you?  A. 
I  would  call  it  an  estimate. 

Q.  It  is  a  dignified  guess? 

Examiner  Cusick:  The  answer  is  on  there,  Mr.  Page. 
Mr.  Page :  Yes,  sir.  He  nodded  his  head,  Mr.  Chairman. 

By  Mr.  Page: 

Q.  Now,  sir,  I  am  trying  to  be  as  clear  as  I  know  how. 
You  then  proceed  to  add — am  I  correct — the  7%  billion 
mail  merchandise  ton-mileage  and  this  figure  of  4.12,  in¬ 
creased  by  25  per  cent  of  perishables?  A.  That  is  right. 

Q.  And  you  get  the  total  for  1947,  12.7  billion  ton-miles. 
A.  12.7  billion  ton-miles. 

Q.  By  1950,  you  say,  with  anticipated  increases  in  na¬ 
tional  productivity,  again  applying  this  gross  national 
product  estimate —  A.  That  is  right. 

1591  Q.  — the  total  may  be  expected  to  reach  14.1  bil¬ 
lion  ton-miles?  A.  That  is  right. 

Q.  And  then  you  conclude  in  that  third  paragraph  with 
this  statement:  “These  amounts  represent  the  surface- 
borne  traffic  between  the  proposed  areas  which  can  be  con¬ 
sidered  potentially  available  for  air  carriage.”  A.  That 
is  correct. 
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Q.  Now,  that  is  not  entirely  accurate,  is  it,  Mr.  Drew! 
To  say  that  the  total  of  all  rail  traffic  of  merchandise  and 
perishables,  extended  by  applying  the  quantum  factor, 
and  adding  25  per  cent  in  the  case  of  perishables :  that  that 
is,  all  of  it,  potentially  avilable  for  air  carriage?  A.  I 
believe  that  gives  a  fair  representation  of  the  potential. 
I  think  it  is  a  very  conservative  estimate,  as  we  pointed  out. 

Q.  Well,  as  you  say,  that  is  a  matter  of  opinion,  whether 
the  estimate  is  accurate  or  conservative.  But  would  you 
say  that  your  entire  projection  of  surface  moving  traffic 
was  potentially  available  for  air  carriage?  A.  The  num¬ 
ber  arrived  at  there  includes  items  and  categories  which 
I  believe  are  potentially  available  to  air  traffic,  to  air  car¬ 
riers. 

Mr*  Page:  Excuse  me,  Mr.  Drew.  I  don’t  think  that  is 
quite  responsive  to  my  question. 

Examiner  Cusick :  Read  the  question  and  answer,  please. 

(Reporter  reads  question  and  answer.) 

Examiner  Radcliffe :  I  think  that  can  be  answered  more 
j  directly.  Do  you  consider  this  entire  predicted  vol- 
1592  ume  as  potential  air  traffic? 

The  Witness:  I  do;  dependent  on  rates  particu¬ 
larly.  We  haven’t  discussed  rates  up  to  this  point,  and  we 
go  on  to  discuss  rates.  I  think  that  may  clarify  it. 

By  Mr.  Page: 

Q.  We  won’t  press  that  point  further,  then,  Mr.  Drew, 
at  the  moment. 

Now,  going  to  the  bottom  of  the  next  page,  page  165  if 
you  please:  You  say,  "If,  at  12.5  cents  a  ton-mile,  air 
freight  should  divert  as  little  as  2  per  cent  of  the  total 
1947  surface  traffic  (merchandise  and  perishables)  #  #  #  ” 

There  you  qualify  your  phrase,  Mr.  Drew,  by  saying 
“potentially  available.” 
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Previously  you  said  all  of  the  traffic  was  air  potential. 
Now  you  say :  if  it  should  divert  as  little  as  2  per  cent  of 
the  total  traffic  that  is  potentially  available.  A.  Yes. 

Q.  Well,  then,  all  of  it  is  not  potentially  available.  A. 
Not  at  a  rate  of  12%  cents  per  ton-mile.  That  is  the  rate 
we  are  making  there. 

Q.  Thank  you.  Now,  where  do  you  get  2  per  cent  from! 
A.  That  is  a  figure  we  arrived  at  based  on  giving  it  very 
careful  consideration,  reviewing  the  traffic  that  had  been 
handled  by  Slick  Airways,  based  on  the  opinions  of  Slick 
Airways’  personnel,  and  on  our  own  experience. 

Q.  Do  you  mean  that  you  only  needed  2  per  cent  of  that 
to  get  the  figure  of  381  million  ton-miles?  In  other  words, 
which  came  first,  2  per  cent,  or —  A.  2  per  cent  gives 
381  million  ton-miles. 

1593  Q.  You  have  to  add  something  in  then,  first,  don’t 
you?  A.  Yes,  that  is  right.  I  am  sorry. 

Q.  What  is  that,  that  you  have  to  add  in  ?  A.  We  deter¬ 
mined  that  approximately  2  per  cent  of  the  total  potential 
estimated  would  be  available  to  air  carriage;  and  to  that 
point  we  had  given  no  consideration  to  new  traffic  that 
might  be  developed. 

We  therefore  added  50  per  cent  allowance  for  new  traffic. 
Having  done  that,  we  arrived  at  a  total  estimate  of  traffic 
over  these  routes  of  381  million  ton-miles. 

Q.  Thank  you  for  spelling  that  out. 

Now,  your  phrase  used  is  “50  per  cent  of  diverted  traf¬ 
fic.”  A.  That  is  right. 

Q.  You  take  2  per  cent  of  the  total?  A.  That  is  right. 

Q.  And  how  much  is  diverted  in  order  to  get  half  of 
that?  A.  2  per  cent  of  the  potential  is  referred  to  here 
as  the  diverted  traffic.  It  is  the  traffic  that  air  has  diverted 
or  could  divert  from  surface. 

Q.  Then  you  take  half  again  as  much,  and  that  gives 
381  million  ton-miles.  A.  That  is  right. 

Q.  Does  the  381  million  ton-miles  bear  any  relationship 
to  any  other  conclusions? 
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Any  other  kind  of  traffic  estimate?  A.  You  mean  to 
any  other  estimate  that  we  have  made  in  this  study? 

1594  Q.  Yes,  did  they  sort  of  come  up  together?  A. 
We  did  make  another  estimate,  which  is  shown  on 

a  subsequent  page,  on  page  SA-170,  for  the  total  domestic 
air  freight  traffic ;  and  in  general,  the  two  estimates,  which 
were  arrived  at  independently,  are  in  agreement. 

Q.  Would  you  point  out  the  paragraph  where  you  show 
that,  sir?  On  page  170?  A.  Well,  on  page  170  and  on  the 
following  page,  we  summarize  an  estimate  which  was  made 
of  total  U.  S.  domestic  traffic. 

And  in  the  last  paragraph  of  page  SA-171,  we  show  that 
our  estimate  for  total  TJ.  S.  traffic  in  1947,  at  a  rate  of  12% 
cents,  average  rate,  is  1.2  billion  ton-miles.  Now,  the  381 
million  ton-miles  that  we  were  just  discussing  would  be 
a  part  of  that  1.2  billion.  In  other  words,  we  feel  that  it 
is  reasonable  to  believe  that  the  traffic  over  these  routes 
would  bear  the  relation  to  the  total  that  is  shown  by  381 
to  1.2  billion. 

Q.  Turning  back,  then,  if  can  hold  that  171,  page  171, 
1.2  billion  ton-miles,  and  go  back  to  166,  at  the  bottom,  in 
the  last  paragraph:  It  looks  to  me  like  we  come  up  there 
in  1947  with  114  million  ton-miles.  A.  That  is  correct. 

Q.  Then  what  relation,  sir,  does  the  114  million  bear  to 
the  1.2  billion?  A.  Well,  the  114  million  is  shown  here 
merely  for  perspective.  We  took  the  381  million  ton-miles, 
the  total  for  these  routes,  and  simply  stated  that  if  a  30 
per  cent  factor  were  applied  to  that,  114  million 

1595  ton-miles  would  be  obtained.  That  is  to  say  that 
if  Slick  Airways  carried  30  per  cent  of  the  total 

traffic  over  these  routes,  they  would  be  carrying,  accord¬ 
ing  to  our  estimate,  114  million  ton-miles. 

Q.  "What  is  the  basis  of  the  estimate  of  30  per  cent,  Mr. 
Drew?  A.  That  is  simply  an  indication  of  how  many  car¬ 
riers  of  the  general  size  of  Slick  Airways  who  might 
handle  this  volume  of  traffic.  It  is  not  intended  to  be  a 
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statement  of  the  number  of  carriers  that  should  be  car¬ 
ried,  but  we  are  trying  to  throw  some  light  on  this  general 
problem.  We  feel  that  that  gives  it  considerable  perspec¬ 
tive. 

Q.  In  other  words,  that  estimate,  I  take  it,  is  a  considera¬ 
tion  of  the  questions  discussed  in  the  preceding  two  para¬ 
graphs.  A.  That  is  correct. 

Q.  May  we  look  at  those  two  paragraphs  very  briefly? 
Under  the  heading  “Slick  Airways  Share  of  Total  Inter- 
Area  Volume,”  “total  inter-area  volume”  there  means  all 
volume,  does  it  not?  A.  Between  areas. 

Q.  You  mean  excluding  intra-area?  A.  Yes,  between 
the  areas. 

Q.  That  is  immaterial,  isn’t  it,  in  this  proposal?  They 
don’t  propose  to  carry  any?  A.  That  is  right. 

Q.  You  state  there  that  the  proportion  of  the  inter-area 
air  freight  total  is  calculated  above — that  is  where  we  end 
up,  so  far  as  ’47  is  concerned,  381  million  ton- 
1596  miles — ?  A.  That  is  correct. 

Q.  You  state  thenj  “  *  *  *  which  Slick  Airways 
may  expect  to  carry,  will  depend  on  a  number  of  considera¬ 
tions  such  as  the  number  of  carriers,  *  #  •  the  aggressive¬ 
ness  of  competing  carriers,  *  #  •  rates,  schedules,  relia¬ 
bility  of  service.” 

“Since  many  of  these  conditions  cannot  be  predicted  at 
this  time,  a  close  estimate  of  Slick  Airways’  share  of  the 
total  inter-area  air  freight  traffic  is  extremely  difficult.” 

Now,  among  those  considerations  would  you  also  give 
some  thought  to  costs?  Costs  of  operation?  A.  That  is 
right.  That  would  be  a  factor.  All  service  factors  would 
certainly  affect  the  volume  that  any  one  carrier  might 
handle. 

Q.  But  you  didn’t  take  that  one  into  consideration  in 
this  estimate,  did  you,  Mr.  Drew?  A.  We  did  eventually. 
We  tried  to  look  at  the  thing  broadly.  As  I  say,  a  precise 
estimate  of  this  would  be  difficult  and  impossible.  We  there- 
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fore  didn’t  try  to  make  the  precise  estimate,  but  we  did 
use  some  judgment  in  selecting  a  figure  to  show  the  part 
of  the  traffic  that  might  be  available  to  one  carrier  over 
this  entire  system;  as  I  say,  for  perspective. 

Q.  For  perspective?  A.  I  believe  that  is  a  reasonable 
figure,  but  obviously  not  one  that  can  be  determined  with 
any  accuracy  at  this  time. 

Q.  Would  an  illustration  of  that  be,  as  Mr.  Slick 

1597  testified  today,  that  in  the  event  of  certification,  his 
costs  might  be  a  little  higher  than  they  are  under 

his  contract  carriage? 

He  also  said  his  volumes  might  be  greater  too.  Would 
those  be  some  of  the  unpredictables  that  you  give  consider¬ 
ation  to  here?  A.  Everything  that  happens  from  here  on, 
of  course,  would  affect  the  volume  that  any  one  carrier 
might  handle. 

Q.  No  consideration  of  load  factors  on  actual  opera¬ 
tional  mileage  were  computed  or  taken  into  account  on 
this  prospective  estimate? 

In  other  words,  these  are  merely  proportions  of  total 
demonstrable  and  estimated  increased  movement  of  com¬ 
modities?  A.  This  is  the  potential.  It  has  nothing  to  do 
with  the  operating  plan  of  Slick  Airways,  except  for  the 
rate  which  we  have  used.  We  have  used  the  rates  which 
are  proposed. 

Q.  You  have  used  the  rates,  but  not  operational  details 
or  costs  or  load  factors?  A.  Those  really  don’t  apply  to 
an  estimate  of  this  type. 

Q.  May  we  move  briefly  to  the  next  paragraph,  Mr.  Drew, 
please?  You  say  that  ‘‘certain  considerations  indicate, 
however  •  •  •  ”  Are  those  other  considerations  than  the 
ones  referred  to  in  the  previous  paragraph?  A.  Yes.  We 
go  on  to  list  various  considerations  in  addition  to  those 
mentioned  above. 

Q.  Certain  new  considerations,  however,  then 

1598  “  •  #  *  that  Slick  Airways  may  expect  to  obtain  a 
sizeable  proportion  of  the  total  inter-area  volume. 
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First,  Slick  Airways  is  already  operating  between  the 
areas  proposed  to  be  served.  Through  its  advertising,  di¬ 
rect  sales  efforts,  and  by  contacts  with  the  trade,  Slick 
Airways  is  well  known  to  shippers  generally.  Second,  the 
aggressiveness  and  effectiveness  of  Slick  Airways’  selling 
efforts  and  operations  are  evidenced  by  the  fact  that  Slick 
Airways  has  become  the  leading  carrier  of  air  freight  in 
the  country.” 

That  is,  as  you  stated,  without  relation  to  the  costs  of 
the  operation. 

Do  you  feel  that  costs  would  have  a  bearing  on  the  at¬ 
tainment  of  a  leading  position  in  air  freight  carriage?  A. 
Cost  and  service  arc  the  two  essentials  to  air  freight  car¬ 
riage. 

Q.  In  other  words,  this  is  an  approach  in  the  abstract, 
would  you  not  say,  Mr.  Drew,  without  relation  to  the  busi¬ 
ness  feasibility  of  the  operation?  A.  In  this  estimate, 
we  assume  that  service  satisfactory  to  the  shipper  will  be 
provided.  And  it  is  therefore  in  keeping  with  the  balance 
of  the  exhibits. 

Q.  And  it  is  on  those  considerations,  then,  in  your  last 
paragraph,  that  you  say  “a  reasonable  estimate.” 

And  30  per  cent  is  the  one  that  you  then  apply?  A. 
That  is  correct. 

Q.  Which  results  in  the  figure  of  114  million  ton-miles. 
A.  That  is  correct. 

Q.  Then,  on  page  170,  as  you  pointed  out  a  moment  ago, 
or  171,  you  come  to  an  estimate  of  1%  billion  miles. 
1599  A.  1.2  billion. 

Q.  I  beg  your  pardon.  1.2  billion  ton-miles;  at 
the  same  rate,  that  you  use  over  here  in  your  prospectus 
computation.  A.  That  is  right. 

Q.  Now,  would  you  help  me,  please,  by  comparing  that 
114  million  ton-miles  in  its  derivation  with  that  1.2  billion 
ton-miles?  WTiat  is  that?  About  10  times?  A.  Oh,  it  is 
about  10  times  the  figure  that  we  show  on  page  166. 


1816 


Excerpts  from  Testimony  of  John  Drew 

Q.  Would  you  explain  that,  then?  A.  Yes.  The  114  mil¬ 
lion  ton-miles  that  we  have  assumed  to  be  available  to 
Slick  Airways  is  approximately  10  per  cent  of  the  total 
TJ.  S.  domestic  freight  ton-miles  that  we  have  estimated. 

Q.  Then  your  air  potential  estimate  is  really  the  one 
on  171.  A.  Well,  there  are  two  potentials;  one  for  the 
routes  proposed  by  Slick  Airways,  and  the  other  for  the 
country  as  a  whole. 

Q.  I  see.  Would  you  venture  any  assumptions  as  to  what 
the  costs  might  be  in  relation  to  costs  presently  shown? 
Would  that  be  a  logical  basis  for  further  analysis  of  per¬ 
spective  on  their  routes?  A.  The  relation  to  costs,  to 
Slick  Airways’  present  costs? 

Q.  Yes.  I  mean,  in  the  light  of  the  information  which 
•  the  exhibits  contain  on  their  present  costs  per  ton- 
1600  mile.  A.  Yes. 

Q.  At  the  12%  cent  rate.  It  is  shown  for  the  total 
period  operated  to  date  that  the  break-even  rate  was  19.7 
cents  a  ton-mile.  A.  Yes. 

Q.  And  for  this  past  month,  the  month  of  October,  the 
break-even  rate  was  13.1  cents  a  ton-mile.  A.  Well,  ob¬ 
viously,  the  present  break-even  rate,  of  approximately  13 
cents,  and  the  proposed  rate  of  12%  cents,  are  in-lined 
with  the  estimates  shown  here. 

Q.  It  is  about  half  a  million  dollars  in  revenue  difference, 
isn’t  it?  I  mean,  there  is  a  half  cent  difference,  or  $500,000 
or  a  little  more,  loss  per  year  if  they  continued  on  that 
basis.  A.  I  am  not  sure  that  I  follow  your  question  there. 

Q.  You  state,  as  to  the  12%-cent  rate  and  the  break¬ 
even  point  of  13.5  cents,  that  the  break-even  rate  for  the 
whole  period  was  19.7  cents.  That  showed  a  seven-cent 
loss  per  ton-mile.  The  break-even  rate  for  October  was 
13.1  cents,  which  showed  5.9  cents  loss  per  ton-mile. 

And  I  said  those  were  all  generated  at  a  12%  cent  rate 
to  the  customer,  to  the  shipper.  You  drew  a  parallel  there, 
saying  that  you  were  approximating  the  12%  cents  and 
the  13.1  cent  break-even  point,  somewhat  alike. 
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However,  that  little  difference  of  over  a  half  cent  per 
ton-mile,  at  114  million  ton-miles,  would  show  500  thousand 
dollars  loss  a  year.  A.  It  would  for  a  year,  but  there  it 
is  only  for  one  month,  and  I  would  consider  the 

1601  trend  to  be  the  important  thing  there. 

Q.  Well,  it  is  for  one  month  as  compared  to  eight 
months  at  13  cents.  A.  That  is  right. 

Q.  Let’s  move  on  from  the  estimates  of  air  potential 
and  traffic,  then,  Mr.  Drew. 

I  would  like  to  ask  you  one  more  question  on  that  point 
before  we  leave  it.  If  you  take  Slick’s  projected  scheduled 
mileage  and  their  estimated  plus-schedule  mileage — that 
is  to  say,  such  loads  to  demand  points  that  can’t  be  sched¬ 
uled — take  their  total  estimated  mileage,  using  such  figures 
as  they  do  in  other  exhibits,  and  apply  a  load  factor  of 
75  per  cent,  which  I  believe  is  the  figure  used  by  the  opera¬ 
tions  department —  A.  That  is  right. 

Q.  — you  can  come  up  with  a  traffic  ton-mileage;  which 
is  a  conventional  method  of  doing  so.  Would  you  say  that 
was  a  more  reasonable  basis  for  estimating  Slick’s  traffic 
volume  than  the  one  which  you  employ  to  derive  the  114 
million  ton-miles?  A.  That  would  show  the  amount  of 
traffic  that  a  carrier  could  carry  if  they  operated  that 
number  of  planes  over  that  many  plane-miles.  But  it  does 
not  show  the  economic  justification  for  operating  those 
planes.  It  doesn’t  show  that  the  traffic  would  be  available. 
It  shows  that  it  could  be  carried. 

A  more  reasonable  indication  of  that,  of  an  estimate, 
would  be  the  projection  of  Slick  Airways’  past  record. 
If  that  is  done,  one  arrives  at  a  figure  very  close 

1602  to  the  volume  that  they  actually  plan  to  carry.  The 
rate  of  growth  necessary  is  less  than  the  rate  of 

growth  that  they  have  maintained  in  the  past.  Do  I  make 
myself  clear? 

I  am  just  pointing  out  that  there  are  other  ways  to  esti¬ 
mate  the  traffic,  but  I  don’t  believe  that  the  capacity  of  the 
fleet — 
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Q.  Could  we  cut  short  our  inquiry,  perhaps,  by  saying 
that  in  one  case  it  would  be  an  estimate  of  traffic  volume 
based  upon  mileage  and  load  factors,  and  in  the  other  case 
it  would  be  an  estimate  of  air  potential  available  to  them, 
as  you  put  it,  over  their  routes?  A.  One  is  an  estimate 
of  potential.  That  is  the  one  we  have  been  talking  about. 
The  other  is  the  estimate  of  the  carrier’s  capacity,  or  a 
calculation  of  the  carrier’s  proposed  capacity. 

Q.  It  is  a  traffic  estimate,  is  it,  rather  than  a  capacity 
estimate?  They  say  so  many  scheduled  miles  plus  the  non- 
scheduled  miles,  plus  75  per  cent  load  factor,  and  that  is 
what  thev  base  their  estimated  revenue  on  at  a  certain 
rate,  isn’t  it?  A.  That  merely  shows  the  capacity  of  the 
fleet,  on  which  you  base  your  estimate  of  revenue,  provided 
that  capacity  is  going  to  be  filled  to  that  extent. 

Q.  I  see.  That  is  your  interpretation  of  it,  Mr.  Drew. 
A.  That  is  correct. 

•  •  i  •  i 

1608 

Cross  Examination 

By  Mr.  Beitel: 

*  •  •  •  • 

1609 

•  •  #  •  • 

Q.  One  other  question :  If  there  is  a  difference  in 

1610  the  reported  study  which  you  made  for  Curtiss- 
Wright  and  the  statement  appearing  in  the  exhibits, 

which  should  govern?  A.  In  all  cases  the  later  estimate 
would  govern.  We  have  accepted  this  estimate  as  our 
standard  for  any  of  our  air  freight  work,  and  we  are  using 
it  in  other  instances. 

Q.  You  are  using  it  now  in  other  instances?  A.  Yes,  in 
certain  jobs. 

Q.  Would  you  care  to  explain  what  those  are?  A.  There 
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are  two  instances;  one,  a  survey  of  air  transportation  for 
the  State  of  New  York,  and  the  other  an  estimate  which 
we  have  just  completed  for  the  Curtiss- Wright  Corpora¬ 
tion. 

As  a  matter  of  fact,  that  preceded  their  announcement 
of  yesterday  regarding  a  new  freight  plan. 

•  #  *  m  * 

1611 

•  #  #  •  * 

Cross  Examination 
By  Mr.  Seamon : 

Q.  Mr.  Drew,  did  you  participate  in  the  original  layout 
of  the  route  pattern  of  Slick  Airways,  as  contained  in  this 
proceeding?  A.  Only  in  a  preliminary  way.  The  actual 
areas  selected  were  selected  by  Slick  Airways  officials. 

Q.  Do  you  concur  that  these  four  sections  of  the  country 
represent  four  of  the  more  important,  if  not  the  most  im¬ 
portant,  sections  of  the  country,  as  potential  producers  of 
air  freight?  A.  Yes,  I  believe  they  are  four  of  the  most 
important. 

Q.  And  among  those  four,  you  would  include  the  State 
of  Texas,  one  section  of  the  country,  for  the  purposes  of 
this  route  pattern?  A.  Yes.  The  portion  of  the 
1612  state  that  we  have  used  here. 

Q.  Now,  I  note  at  page  93,  Exhibit  SA-13,  you 
state  that  in  addition  to  the  fruit  and  vegetable  potential 
of  Texas,  and  production  of  Texas,  it  is  also  potentially 
one  of  the  greatest  industrial  areas  in  the  country. 

In  your  opinion,  would  that  contribute  to  inreasing,  shall 
we  say,  the  development  of  air  freight  in  so  far  as  a  sec¬ 
tion  of  the  country  which  is  beginning  to  realize  at  a  faster 
pace  advantage  as  far  as  advanced  economic  development 
is  concerned?  A.  Very  definitely. 
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Q.  There  would  probably  be  a  faster  and  increasing  de¬ 
mand  for  air  freight  over  and  above  the  normal  industrial 
relationships  between  built-up  sections  of  the  country?  A. 
Yes. 

Q.  So  that  is  it  correct  to  say  that  of  all  of  the  areas  of 
the  country,  Texas,  as  tied  to  the  industrial  east,  consti¬ 
tutes  one  of  the  most  potent  new  markets  for  air  freight? 
A.  It  has  a  potential  much  greater  than  its  present  eco¬ 
nomic  development  indicates. 

Q.  Now,  you  don’t  predicate  your  forecast  as  to  air 
freight  potential  completely  upon  the  particular  statistics 
which  you  have  set  forth  here,  do  you?  A.  We  have  esti¬ 
mated  for  these  routes  the  potential,  and  we  have  done  that 
conservatively,  as  I  say.  That  is  the  desirable  manner  in 
which  to  do  an  estimate  of  this  type. 

Q.  Yes.  I  don’t  want  to  go  into  the  details  of  your 
1613  computations.  They  are  in  the  exhibits,  and  self- 
explanatory.  What  I  had  in  mind,  is  this:  Aren’t 
there  a  good  many  intangible  factors,  for  which  you  prob¬ 
ably  haven’t  made  allowance,  which  might  tend  to  increase 
the  air  freight  potential,  over  and  above  what  your  par¬ 
ticular  computations  have  indicated?  A.  That  is  quite 
possible. 

Q.  One  of  those  would  be  the  natural  results  of  shippers’ 
acceptance  of  air  freight  as  a  means  of  transportation,  and 
the  resulting  new  methods  in  marketing  and  distribution 
which  would  result;  is  that  correct?  A.  Well,  without 
those,  there  won’t  be  any  development  of  air  freight. 

Q.  I  note  that  you  have  emphasized  to  a  fairly  substan¬ 
tial  extent  the  potential  represented  by  fruits  and  vege¬ 
tables.  A.  That  is  right. 

Q.  You  don’t  mean,  in  those  various  statements,  that 
there  will  not  be  an  ever-increasing  utilization  of  air  freight 
by  the  entire  industrial  pattern  of  commodities,  do  you? 
A.  No,  not  at  all.  It  is  a  combination  of  industrial  ship¬ 
ments  and  perishables  in  general. 
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Q.  Would  you  say  that  it  were  a  fair  conclusion  to  be 
drawn  from  your  general  exhibits  here :  that  as  air  freight 
becomes  an  accepted  pattern  in  the  nation’s  transportation 
system,  a  very  heavy  traffic  potential  of  cargo  will  be  de¬ 
veloped  between  any  sections  of  the  country  and  any  com¬ 
munities,  assuming  sufficient  distances  between 

1614  them,  for  air  freight?  A.  Well,  I  believe  there  will 
be  a  general  development  of  air  freight  over  the  en¬ 
tire  country.  It  will  be  greater  in  some  places  than  in 
others,  of  course. 

*  ♦  #  #  • 

Cross  Examination 
By  Mr.  Stimson : 

Q.  Mr.  Drew,  I  am  looking  at  page  170  of  the  Slick  ex¬ 
hibits,  Exhibit  18.  In  the  middle  of  the  page  is  the  para¬ 
graph  in  which  you  discuss  the  Curtiss-Wright  estimate  of 
air  freight  potential.  You  say  there  that  that  estimate 
could  properly  be  adjusted  upward  because  of  the  increase 
in  the  index  of  industrial  raw  materials  prices  and  certain 
other  index  increases. 

I  suggest  to  you  that  there  may  be  another  factor  that 
you  didn’t  consider  at  the  time  the  Curtiss-Wright  report 
was  prepared,  which  you  might  have  considered  were  you 
writing  that  report  today. 

That  is  the  aggressiveness  with  which  new  air  cargo 
operation  has  been  conducted  in  this  country.  Would  you 
give  weight  to  that  consideration?  A.  This  estimate  was 
based  on  an  entirely  different  evaluation  of  what  the  oper¬ 
ators  were  going  to  do  than  was  the  Curtiss-Wright 

1615  estimate;  due  to  the  results  that  the  new  operators 
have  shown. 

Q.  I  take  it  that  by  that  you  mean  that  when  the  Curtiss- 
Wright  report  was  written,  you  had  before  you  for  indi¬ 
cation  as  to  the  manner  in  which  the  air  freight  business 
might  be  developed,  only  the  record  made  at  that  time  by 
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the  so-called  certificated  air  lines.  A.  That  is  right. 

Q.  And  that  had  you  prepared  that  report  at  a  later 
time,  when  you  had  before  you  the  record  of  enterprises 
such  as  Slick,  you  might  have  made  an  even  more  optimistic 
appraisal  than  you  did  at  the  earlier  date.  A.  Yes,  our 
estimate  was  based  on  analysis  of  economic  and  technical 
considerations  and  an  evaluation  of  what  people  were  going 
to  do. 

And  what  it  looks  as  though  people  will  do  now  is  en- 
tirelv  different  from  the  wav  it  looked  then. 

Q.  Now,  Mr.  Drew,  if  you  will  turn  to  page  167  of  the 
Slick  exhibits,  I  see  pictured  on  that  page  the  cargo  move¬ 
ments  carried  by  Slick  in  the  months  March  through  June, 
on  various  types  of  air  freight. 

Do  these  charts  represent  a  natural  flow  of  freight 
in  the  directions  indicated,  or  do  they  represent  the  ex¬ 
perience  of  Slick  Airways  in  contract  operations?  A. 
They  in  general  indicate  the  experience  of  Slick  Airways  in 
its  contract  operation.  They  do  illustrate  one  point;  that 
is,  the  natural  eastbound  flow  of  perishables  and  the  west¬ 
bound  flow  of  merchandise. 

•  •  •  *  • 

1619 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Gribbon: 

Q.  Mr.  Drew,  in  arriving  at  you  estimate  that  Slick  Air¬ 
ways  would  carry  a  total  of  a  hundred  fifteen  million  ton- 
miles  in  its  first  year  of  operation,  did  you  estimate  the 
total  freight  inbound  and  outbound  from  each  of  the  areas? 
A.  It  was  based  on  the  surface  flow  between  areas. 

Q.  You  took  the  surface  flow  and  applied  a  percentage 
factor  of  2  per  cent?  A.  That  is  right. 

Q.  Without  regard  to  possible  variations  that  might 
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develop  between  what  moved  by  surface  and  what  moved 
by  air?  A.  We  applied  a  general  factor  to  that. 

Q.  Could  you  make  an  estimate  in  general  terms  of  the 
probable  volume  inbound  and  outbound  to  each  area?  A. 
Not  offhand. 

1620  Q.  Would  your  experience  indicate  that  the  south¬ 
bound  and  westbound  traffic  would  be  considerably 

in  excess  of  the  eastbound?  A.  The  traffic  wouldn’t  neces¬ 
sarily  be  in  excess.  It  would  depend  entirely  on  the  operat¬ 
ing  plan  of  the  carrier  and  the  educational  work  and  pro¬ 
motional  work  done  in  the  various  areas. 

Q.  And  in  your  opinion  is  there  likely  to  be  any  unbalance 
in  the  movement  of  freight  between  the  Eastern  area  and 
the  Western  area,  or  does  that  depend  entirely  upon  the 
development  work?  A.  I  believe  that  an  unbalance  can  be 
avoided  by  proper  operation,  and  primarily  education  of 
shippers. 

Q.  Do  you  know  if  historically  in  surface  transportation 
there  has  been  such  an  unbalance?  A.  Yes,  there  has  been. 

Q.  But  you  believe  that  that  can  be  avoided  in  air  trans¬ 
portation  by  proper  shipper  education.  A.  1  believe  that 
can  for  a  very  long  time,  in  any  event.  Eventually,  for  in¬ 
stance,  if  air,  in  some  very  remote  day,  carried  all  cargoes, 
there  quite  possibly  would  be  an  unbalance.  But  I  think 
that  the  day  when  such  an  unbalance  is  necessary  is  quite 
some  distance  off. 

Q.  Then  in  the  immediate  future  you  would  suggest  that 
that  unbalance  could  be  avoided  by  limiting  the  number  of 
schedules  you  fly  from  east  to  west,  so  that  you  will  not 
have  more  planes  out  there  than  there  will  be  freight  mov¬ 
ing  back  to  the  east.  A.  No,  it  is  a  matter  of  development. 
In  order  to  give  the  eastern  shipper  a  satisfactory 

1621  service,  it  is  up  to  the  carrier  to  develop  the  western 
shipper’s  business  to  provide  some  kind  of  a  balance. 

You  are  not  going  to  have  a  mathematical  balance  at  all 
times,  obviously.  But  it  is  up  to  the  carrier  to  avoid  an 
uneconomic  condition  there. 
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Q.  Were  you  consulted  in  the  selection  of  the  twelve 
principal  points?  A.  Yes,  I  was  consulted  on  that  and 
insisted  on  selecting  those. 

Q.  Were  those  the  twelve  cities  located  within  these  areas 
that  in  your  opinion  would  account  for  the  greatest  volume 
of  traffic?  A.  I  think  those  are  the  most  dependable  points 
to  be  selected  for  principal  point  service;  to  provide  the 
most  definite  assurance  of  regular  flow. 

Q.  From  your  exhibit,  I  understand  that  the  traffic — 
that  of  the  traffic  that  will  travel  by  air,  approximately 
two-thirds  of  it  will  be  diverted  from  present  surface 
transportation;  mainly  railroad  express  and  LCL.  A. 
That  is  substantially  correct,  I  believe. 

Q.  I  think  that  is  about  right.  What  do  you  believe  will 
be  the  primary  factor  in  shifting  a  commodity  from  surface 
transportation  to  air  transportation?  A.  Would  you  re¬ 
peat  that  question,  please? 

Examiner  Cusick:  Bead  the  question,  please. 

(Reporter  reads  question) 

The  Witness:  Well,  it  is  hard  to  select  one  factor,  but 
there  are  several  primary  ones:  Satisfactory  service,  edu¬ 
cation  of  the  shippers,  and  low  rates  are  the  three 
1622  more  important  ones,  in  my  opinion. 

By  Mr.  Gribbon: 

Q.  Satisfactory  service,  education  of  the  shipper,  and 
low  rates.  A.  Yes. 

Q.  And  as  for  the  last  one,  I  take  it  that  until  your  rate 
somewhat  approximates  or  bears  some  pretty  close  relation 
to  the  existing  surface  rate,  there  will  be  relatively  little 
cargo  diverted  to  air?  A.  No,  that  is  not  at  all  what  I 
have  shown  in  these  exhibits. 

Q.  Can  you  generalize  to  any  extent  as  to  how  low  the 
air  rate  must  be  before  it  will  move  commodities?  A.  We 
show  here  that  we  estimate  that  1.2  billion  ton-miles  would 
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move  at  a  rate  of  12%  cents  in  1947.  And  as  the  rate  goes 
down,  the  potential  volume  will  increase. 

Q.  You  wouldn’t  be  able  to  say  that  if  the  air  rate  were, 
say,  25  per  cent  greater  than  the  surface  rate,  such  a  por¬ 
tion  would  move  by  air,  and  if  it  got  down  to  where  it  was 
10  per  cent,  an  even  greater  volume  would  move  by  air? 
A.  No,  I  am  not  prepared  to  comment  on  that. 

Q.  But  you  do  feel  that  the  savings  to  the  shipper  are 
the  primary  factor  in  diverting  commodities  from  surface 
transportation  to  air  transportation?  A.  Better  service, 
letting  “service”  include  factors,  is  the  thing  that  is  going 
to  divert  traffic  to  air. 

Q.  Do  you  believe  that  ultimately,  in  the  later  develop¬ 
ment  stages  of  air  transportation,  the  system  will 
1623  be  in  the  tradition  of  the  common  carriage  system, 
with  fixed  schedules?  A.  I  believe  it  will  be  prima¬ 
rily  common  carriage,  but  I  don’t  believe  that  it  will  require 
fixed  schedules  in  the  sense  that  passenger  airlines  now 
operate. 

Q.  I  mean  fixed  schedules  in  the  sense  that  is  suggested 
by  Slick  Exhibit  35,  I  believe  it  is.  A.  I  think  that  is  the 
best  solution  to  the  problem  that  I  have  seen. 

Q.  The  fixed  schedules  set  forth  in  Exhibit  35?  A.  All 
the  schedules  set  out  in  Exhibit  35,  the  fixed  and  flexible 
schedules;  the  providing  of  the  general  service  proposed 
here. 

Q.  Now,  do  you  regard  these  flexible  schedules  as  being 
a  developmental  tool ;  or  do  you  feel  that  they  will  be  a  per¬ 
manent  part  of  the  industry?  A.  Well,  the  demands  of 
the  shipper  seem  to  require  that  those  are  permanent. 
There  are  some  points  which  will  generate  no  traffic  today, 
and  25  years  from  now  those  points  will  require  that  type 
of  service. 

Q.  The  tendency  will  be  to  reduce  those  points  and  to 
provide  a  fixed  schedule?  A.  As  the  total  traffic  volume 
develops,  the  additional  principal  points  can  be  established. 
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Q.  So  that  there  will  be  a  lesser  need  for  flexible  sche¬ 
dules  as  time  goes  on?  A.  Oh,  the  proportion  of  traffic 
may  be  not  too  greatly  changed  by  that,  the  proportion  be¬ 
tween  principal  and  demand  points,  because  par- 

1624  ticularly  the  flow  of  perishables  will  be  increasing 
so,  and  the  increase  in  traffic  out  of  the  demand  points 

for  perishables  will  compensate  for  any  decline  on  the  other 
end  of  the  line. 

Q.  In  your  experience,  will  air  freight  move  toward  the 
centers  of  population?  A.  Oh,  it  is  pretty  hard  to  gen¬ 
eralize.  The  freight  will  in  most  cases  move  toward  the 
centers  of  population,  but  not  in  all  cases.  On  the  other 
end  of  the  line,  it  will  originate  in  a  great  many  different 
points  where  population  may  be  sparse. 

Q.  Outside  of  the  fleld  of  perishables,  can  you  suggest 
any  commodities  that  are  most  likely  to  originate  at  other 
than  population  centers?  A.  There  are  many  commodities 
that  will  originate  at  smaller  communities,  where  there  are 
manufacturing  plants. 

Q.  But  to  some  degree  those  smaller  communities  are 
population  centers?  A.  It  depends  on  vour  definition  of 
“population  centers”.  Wherever  there  are  people,  it  is  a 
population  center. 

Q.  My  understanding  of  these  growing  areas  is  that 
there  is  nothing  there  except  the  things  that  are  growing 
and  the  people  watching  them  grow.  They  are  very  sparsely 
populated.  On  the  other  hand,  there  are  a  group  of  cities 
that  are  not  major  population  centers,  but  they  are  towns, 
such  as  the  smaller  towns  that  are  certificated  for  air  serv¬ 
ice  today. 

Now,  could  you  suggest  commodities  that  will  move, 
other  than  perishables,  from  cities  smaller  than  the 

1625  cities  that  are  certificated  to  airlines  today?  A. 
Well,  there  are  a  lot  of  manufacturers  that  will 

move  out  of  small  towns  in  New  York  State  that  are  not 
certificated  today. 
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Q.  Again,  excluding  perishables,  would  you,  from  your 
experience,  say  that  the  bulk  of  freight  will  originate  at 
cities  of  the  size  of  those  presently  certificated  for  air  serv¬ 
ice,  or  larger!  A.  I  don’t  know.  That  would  take  quite  a 
study  of  trends  of  population,  trends  of  manufacture.  It 
is  very  difficult  to  say. 

Q.  In  your  estimate  of  the  total  air  freight  that  would 
move  between  the  areas  selected  for  service  by  Slick  Air¬ 
ways,  have  you  made  any  allowance  for  the  amount  of 
freight  that  will  move  by  contract  operations!  A.  Well, 
we  have  simply  made  an  estimate  of  the  potential  over 
these  routes.  We  haven’t  attempted  to  show  how  that  po¬ 
tential  will  be  carried. 

Q.  And  the  total  potential  that  will  move  by  air,  that 
might  move  by  air,  between  these  areas,  is  around  381  mil¬ 
lion  ton-miles! 

Isn’t  that  about  it!  A.  That  is  our  estimate  for  1947. 

Q.  And  that  includes  everything  that  will  move  by  Slick 
or  other  similarly  certificated  airlines,  or  the  presently 
certificated  airlines,  and  also  all  contract  operators!  A. 
Yes,  that  is  our  estimate. 

Q.  In  your  opinion,  is  there  a  field  for  contract 
1626  operation  in  air  transportation!  A.  I  haven’t  made 
any  specific  study  of  that.  I  believe  there  is. 

Q.  Well,  in  allowing  for  what  would  move  by  contract 
operations  out  of  this  381  million,  did  you  many  any  spe¬ 
cific  allowance  for  contract  carriers!  A.  No,  as  I  said 
before,  we  assumed  that  34  per  cent  of  the  traffic  might  be 
available  to  Slick,  to  give  our  answer  some  perspective. 

And  that  was  as  far  as  we  went  on  that  particular  point. 

Q.  In  the  motor  carrier  field,  has  it  been  your  experience 
that  there  has  been  considerable  traffic  moving  by  contract 
operator!  A.  Yes,  there  has  been. 

Q.  In  your  opinion,  are  there  similarities  between  the 
motor  carrier  field  and  the  air  carrier  field,  which  might 
lead  to  the  same  results  in  air  transportation!  A.  There 
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are  a  lot  of  similarities  between  all  modes  of  freight  trans¬ 
portation.  I  don’t  know  that  there  is  any  such  similarity. 
There  may  be.  I  haven’t  investigated  that. 

Q.  The  irregular  route  certificates  in  the  motor  carrier 
field,  which  you  have  introduced  as  an  exhibit  here:  Do 
you  know  if  those  have  been  limited  to  commodities? 

Mr.  Morris:  I  believe  that  has  been  covered  several 
times.  I  object  to  it. 

Examiner  Radcliffe:  I  will  sustain  the  objection.  That 
has  been  covered  in  prior  testimony.  It  was  defi- 
1627  nitelv  admitted  that  thev  were  limited  to  certain 

•t  * 

commodities. 

Mr.  Gribbon :  It  was  admitted  that  all  certificates  in  the 
air  carrier  field  were  limited. 

Examiner  Radcliffe:  Not  all ;  the  ones  that  are  in  exhibit 
here. 

Mr.  Gribbon:  I  appreciate  that.  May  I  go  on,  then? 

Examiner  Radcliffe :  Surely. 

By  Mr.  Gribbon: 

Q.  Has  it  been  your  experience  that  there  are  any  certifi¬ 
cates  in  the  motor  carrier  field  or  anv  other  field  of  common 
carrier  transportation  where  area  or  irregular  certificates 
were  issued,  not  limited  to  commodities?  A.  I  haven’t 
made  any  study  of  that.  There  may  be. 

Q.  From  your  experience,  though,  you  can’t  say  that 
there  have  been?  A.  I  am  not  familiar  with  that. 

Q.  In  1944,  you  were  the  co-author  of  a  Curtiss-Wright 
air  study  which  covered  freight  potential?  A.  That  is 
right. 

Q.  And  in  that  study,  I  believe  you  estimated  that  in 
1946,  at  a  rate  of  approximately  12%  cents  a  ton-mile,  380 
million  ton-miles  of  freight  would  move,  and  you  made  no 
estimate  for  ’47,  but  in  ’48  you  estimated  that  approxi 
inately  400  million  ton-miles  of  freight  would  move ;  is  that 
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substantially  correct  ?  A.  That  sounds  about  right.  I  have 
a  copy  of  it  here. 

Q.  I  am  looking  at  your  page  96  here.  A.  Yes,  I  believe 
the  actual  figure  is  13  cents. 

1628  And  since  you  have  no  figure  for  ’47,  would  it  be 
fair  to  say  that  the  midway  figure  between  ’46  and 

’48  could  be  accepted  as  the  estimate  of  this  study?  A. 
Yes,  that  would  be  estimate  of  this  study. 

Q.  Approximately  420  or  410  million  miles —  A.  Ap¬ 
proximately. 

Q.  — would  move  in  1947  at  the  rate  of  12%  cents?  A. 
At  13  cents. 

Q.  Is  that  the  figure  here?  A.  That  is  the  figure. 

Q.  13  cents.  And  at  Exhibit  18,  page  170,  you  have  re¬ 
vised  this  estimate,  and  you  now  estimate  that  1.2  billion 
ton-miles  will  move  in  1947,  at  the  approximate  rate  of  12% 
cents.  A.  That  is  right. 

Q.  You  suggest  as  one  of  your  reasons  for  this  revision 
upward  that  commodity  prices,  wholesale  prices,  have  all 
gone  higher  than  you  anticipated  at  that  time,  and  that 
rates  for  air  transportation  have  not  increased  in  the  same 
proportion?  A.  That  is  right. 

Q.  Let  me  suggest  that  the  same  factors  which  contrib¬ 
uted  to  the  increase  of  these  commodity  and  retail  prices 
are  also  present,  aren’t  they,  in  air  transportation?  A. 
I  was  speaking  here  of  prices,  prices  for  commodities  and 
the  price  or  rate  for  air  transportation. 

The  rates  for  air  transportation  are  obviously  consider¬ 
ably  lower  than  they  were.  In  other  words,  there  has  been 
no  increase. 

1629  Q.  But  they  are  at  the  figure  of  12%  cents, 
which  compares  very  closely  with  your  figure  of 

13  cents  used  in  your  1944  studies?  A.  Well,  we  didn’t 
estimate  that  rates  would  be  13  cents.  There  is  verv  little 
connection  between  the  two  figures  as  they  have  just  been 
discussed. 


1830 


Excerpts  from  Testimony  of  John  Drew 

Q.  Isn’t  your  1944  study  an  estimate  of  410  million  ton- 
miles  based  upon  a  rate  of  13  cents?  A.  The  actual 
estimate  that  we  made  for  1946  was  considerably  lower 
than  that.  It  is  on  the  following  page,  page  97.  This  is 
an  estimate  of  what  the  traffic  would  be  if  the  rate  were 
13  cents. 

Q;.  So  that  in  your  opinion,  at  that  time,  if  the  rate 
were  13  cents  in  1947,  410  million  ton-miles  would  move? 
A.  That  was  our  opinion,  based  upon  the  facts  that  we 
had  available  at  that  time,  and  based  on  interviewing 
the  industry  along  very  broad  lines. 

Q.  And  now,  based  upon  other  facts  which  have  been 
made  available  to  you,  your  estimate  is  that  at  12%  cents, 
a  billion  and  2/10  ton-miles  would  move.  The  figures 
are  comparable,  aren’t  they,  and  you  explained  the  dif¬ 
ferences?  A.  That  is  right,  I  explained  the  differences 
here. 

Q.  What  I  am  interested  in  is  that  one  of  the  differ¬ 
ences  you  explained  is  that  prices  of  various  commodities 
have  gone  up?  A.  Yes. 

Q.  I  am  asking  you  if  the  same  factors  which  tended 
to  make  those  prices  go  up  are  not  also  present 
1630  in  the  air  transport  industry.  A.  I  would  explain 
there  that  in  general  transportation  rates,  or  prices, 
because  that  is  what  they  are,  tend  to  be  more  stable 
than  prices  of  general  commodities.  And  it  is  perfectly 
reasonable  to  believe  that  commodity  prices  can  go  up 
when  transportation  rates  do  not  go  up.  That  is  actually 
what  has  happened. 

Q.  Wouldn’t  you  agree  also  that  there  is  a  tendency 
to  have  a  lag  in  any  increase  or  decrease  of  the  rates 
of  a  controlled  industry,  such  as  the  railroads  or  the 
air  carriers,  inasmuch  as  certain  regulatory  procedures 
have  to  be  gone  through  before  those  procedures  can  be 
changed?  A.  There  is  not  only  a  lag,  but  the  amplitude 
of  change  is  much  less  for  transportation  than  for  other 
commodities. 
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Q.  And  you  would  also  agree,  as  you  have  pointed  out 
here,  that  already  there  have  been  increases  allowed  and 
further  increases  suggested  in  the  transportation  in¬ 
dustry?  A.  That  is  true,  but  not  of  air  transportation. 
Air  freight  particularly. 

Q.  There  have  not  been,  to  your  knowledge,  as  yet? 
A.  Well,  there  can’t  be  any  increases  when  the  rates 
are  decreasing. 

Q.  Now,  I  take  it  that  your  point  A  on  page  170  is 
based  upon  the  premise  that  there  is  a  direct  relationship 
between  the  cost  of  the  transportation  and  the  value  of 
the  product  moved.  A.  I  wouldn’t  say  a  direct 
1631  relationship. 

Q.  What  is  the  relationship  that  leads  you  to 
arrive  at  this  conclusion?  A.  With  an  increase  in  prices 
of  commodities,  without  an  increase  in  the  price  of  trans¬ 
portation,  the  importance  of  the  transportation  cost  in 
the  price  of  the  commodity  becomes  less. 

In  other  words,  you  might  figure  that  the  transportation 
rate  is  less  than  the  actual  dollar  value  of  that  rail 
relative  to  the  other  commodities.  Or,  putting  it  in  a 
word,  it  means  that  the  transportation  rates  are  relatively 
less  than  their  dollar  value  would  indicate. 

Q.  Percentagewise,  they  are  less,  but  in  the  eyes  of 
the  shipper  are  they  of  any  less  importance?  A.  Yes. 

Q.  Haven’t  other  factors  than  transportation  rates  con¬ 
tributed  to  the  increase  in  the  prices  of  the  commodities? 
A.  Yes.  But  the  factor  of  transportation  in  the  overall 
picture,  or  of  transportation  cost  in  the  overall  picture 
rather,  becomes  less  important. 

Q.  It  may  become  less  important  percentagewise,  but 
is  it  not  the  shipper’s  inquiry  still:  how  much  can  he 
save  by  air  transportation  as  compared  with  other  means 
of  transportation?  A.  It  means  that  the  savings  that 
lie  can  achieve  by  shipping  by  a  faster  means  are  con¬ 
siderably  increased  when  transportation  is  low  and  com¬ 
modity  prices  are  high. 
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Q,  But  if  the  transportation  rate  for  comparable  surface 
transportation  is  still  significantly  lower  than  the 

1632  rate  for  air  transportation,  can’t  he  make  even 
1  greater  savings  by  continuing  to  ship  on  surface 

transportation?  A.  Well,  I  think  it  can  best  be  illustrated 
by  saying  that  there  are  certain  savings  which  are  gen¬ 
erally  recognized  which  the  air  freight  shipper  achieves. 
He  ships  faster  and  saves  money  in  other  ways  or  makes 
a  greater  profit  by  shipping  the  fast  way. 

Those  savings,  with  a  rising  price  level,  are  going  to 
increase  in  dollars  and  cents.  So  there  is  a  greater 
margin  for  the  shipper  to  play  with  in  switching  from 
surface  to  air.  He  has  a  greater  dollars  and  cents  gain 
when  price  levels  are  increased. 

Q.  If  the  relationship  between  surface  rates  and  air 
rates  remain  the  same,  and  commodity  prices  go  up, 
what  is  the  advantage  to  the  shipper  that  is  any  greater 
when  commodity  prices  are  up  than  when  they  are  down? 
A.  His  savings  are  greater,  because  the  other  costs  that 
he  would  incur  shipping  the  slower  way,  in  inventory 
costs  and  packaging  costs  and  that  type  of  thing,  are 
greater — when  things  are  just  costing  more  in  general. 

Therefore,  his  savings  are  greater,  and  his  spread  be¬ 
tween  air  and  surface  transportation  cost  is  the  same; 
therefore  he  has  a  net  saving,  you  might  say,  under 
these  conditions. 

Q.  Is  your  position  substantially  that  as  prices  go  up 
the  shipper  is  willing  to  use  air  as  a  luxury  service 
and  contribute  a  little  more  to  the  carrier  than  he  would 
be  willing  to  do  if  prices  were  low?  A.  No,  he  obtains 
a  greater  economic  advantage  by  shipping  by  air, 

1633  and  therefore  more  shippers  will  ship  when  a  given 
differential  exists  between  surface  and  air. 

Q.  And  you  believe,  do  you,  that  if  chairs  are  selling 
at  15  dollars  apiece,  they  will  go  by  surface  rate;  but 
if  the  price  goes  to  20  or  25  dollars,  they  are  apt  to  go 
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by  air?  A.  Only  if  that  increase  in  the  price  of  chairs 
is  in  line  with  the  general  increase  in  all  prices.  Other¬ 
wise,  the  shipper’s  savings  wouldn’t  be  increased.  He 
would  only  gain  then  his  advantage  in  a  smaller  per¬ 
centage  of  transportation  cost. 

Q.  Is  your  analysis  based  on  the  theory  that  as  com¬ 
modity  prices  increase  the  seller’s  profit  margin  is  in¬ 
creased?  A.  Not  specifically. 

Q.  Did  you  have  occasion  to  revise  your  estimate,  your 
Curtiss-Wriglit  estimate,  prior  to  the  time  you  were  re¬ 
tained  by  Slick?  A.  No.  Between  1944  and  last  April 
and  May,  we  haven’t  had  occasion  to  do  any  estimating 
on  freight  potential  except  for  a  general  study  we  did 
for  Slick  Airways  last  December — which  didn’t  result  in 
an  actual  estimate  of  potential 

Q.  This  is  the  first  time  you  have  undertaken  to  revise 
the  Curtiss-Wright  estimate?  A.  That  is  right. 

*  •  #  •  • 

1639 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Beilly: 

*  #  #  *  * 

1641 

•  *  «  •  • 

Q.  In  these  present  air  rates  for  the  transportation 
of  freight,  which  have  not  gone  up,  would  you  consider 
most  of  them  economical  for  the  carriers  who  have 
participated  in  this  air  freight  carriage?  A.  If  you  mean 
are  the  rates  which  have  been  charged  economical  for 
the  carriers,  I  would  have  to  leave  that  up  to  them. 

Q.  You  don’t  know.  A.  I  am  not  giving  any  considera¬ 
tion  to  that. 

Q.  Well,  supposing  that  they  were  losing  money  at 
these  rates.  Would  you  consider  that  an  economical  opera- 
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tion  by  the  carriers!  A.  It  would  be  a  very  sound 
economic  operation  if  they  were  developing  new  business. 

Q.  You  mean  they  should  go  on  losing  money  as  long 
as  business  develops  t  A.  They  should  reduce  their  losses 
just  as  quickly  as  they  can.  It  may  take  quite  a  bit  of 
time,  though. 

Q.  And  you  recognize  that  historically  there  is  an  un¬ 
balance  in  the  traffic  movements  eastbound  and  west. 
A.  That  is  right 

Q.  And  if  the  same  were  to  exist  in  the  carriage  of  air 
freight,  the  result  would  be  a  lower  load  factor  in  one  direc¬ 
tion,  would  it  not!  A.  That  is  right. 

Q.  Do  you  know  of  any  estimated  or  proposed  to  be 
made  by  Slick  to  overcome  this  expected  variation — 
this  variance — in  load  factors  in  one  direction! 
1642  A.  Well,  that  is  something  that  Mr.  Dunlap  would 
have  to  answer. 

Q.  On  page  36,  your  Exhibit  7,  this  statement  appears 
at  the  bottom:  that  present  air  cargo  service  is  inade¬ 
quate  because  of  geographical  and  functional  restrictions. 
What  are  some  of  those  restrictions! 

Mr.  Morris:  May  1  have  that  question  read! 

Examiner  Cusick:  Read  the  question,  Mr.  Reporter. 

(Reporter  reads  pending  question) 

The  Witness:  Well,  to  a  great  extent,  the  carriage 
of  freight  is  tied  to  the  carriage  of  passengers,  and 
the  two  types  of  traffic  just  don’t  seem  to  fit  together 
very  well 

By  Mr.  Reilly: 

Q.  Well,  doesn’t  that  apply  more  to  your  next  state¬ 
ment,  as  to  the  difficulty  of  applying  passenger  route 
patterns  to  freight  transportation  needs?  A.  Well,  that 
is  true.  It  is  all  the  same  subject  there. 
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Q.  What  is  the  difficulty  of  adapting  the  two  forms 
of  transportation?  A.  The  freight  doesn’t  necessarily 
have  to  be  tied  to  population.  The  freight  volume  isn’t 
proportional  to  the  population,  but  passenger  volume  tends 
to  more  or  less  follow  population. 

Q.  But  isn’t  it  true  here  that  the  points  Slick  proposes 
are  between  major  places  of  population,  New  York,  Chi¬ 
cago,  L.  A.?  A.  Those  are  three  of  the  base 
1643  stations. 

Q.  Are  there  several  base  stations,  Mr.  Drew? 
A.  There  are  several  base  stations.  That  is  only  a  small 
part  of  the  operation,  geographically. 

Q.  Mr.  Drew,  do  you  know  what  the  break-even  operat¬ 
ing  costs  are  on  a  C-46?  A.  1  am  really  not  sponsoring 
that  type  of  information  here.  That  would  be  better 
answered  by  Mr.  Dunlap. 

Q.  And  what  leads  you  to  believe  that  fruits  and 
vegetables,  which  necessarily  would  command  a  premium 
price  if  transported  by  air,  would  comprise  the  larger 
volume  of  air  freight?  A.  The  larger  volume!  I  don’t 
believe  I  indicated  that. 

Q.  Well,  I  will  change  the  term  “the  larger  volume” 
into  “a  larger  volume.”  A.  The  advantages  to  the  con¬ 
sumer  in  having  fresh  produce  are  very  great.  There 
are  also  many  advantages  to  the  shipper.  That  is  the 
type  of  thing  that  will  compensate  for  the  difference  in 
rates.  For  example,  just  to  cite  one  instance,  Slick  Airways 
shipped  last  June  12  planeloads  of  cherries  from  Cali¬ 
fornia  to  various  points  in  the  other  areas.  And  those 
cherries  in  most  cases,  so  far  as  I  know,  were  sold  as 
cherries.  They  weren’t  marked  “airborne”  or  anything 
like  that.  They  were  carried  because  it  was  the  best  way 
to  carry  them;  less  damage;  more  satisfactory. 
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1649 

*  •  *  *  • 

Cross  Examination 
By  Mr.  Reilly: 

Q.  Mr.  Drew,  this  total  of  381  million  ton-miles,  appear¬ 
ing  on  page  166,  in  which  Slick  expects  to  participate: 
is  that  a  figure  representing  rail  ton-miles,  or  air  ton- 
miles?  I  believe  it  is  the  former.  A.  That  would  be  air 
ton-miles. 

Q.  That  is  air  ton-miles?  A.  Yes. 

Q.  Will  you  show  me  where  that  statement  appears  in 
the  exhibit,  that  it  is  air  ton-miles?  A.  The  term  “air 
ton-miles”  isn’t  used  in  the  exhibit.  However,  that  is  the 
intention. 

Q.  Well,  isn’t  this  derived  from  rail  ton-miles?  A.  That 
is  correct.  But  in  applying  the  factor,  we  have  allowed  for 
the  difference  in  air  and  rail  ton-miles. 

Q.  "Where  does  that  showr  up  in  the  exhibits?  A.  That 
is  merely  shown  in  the  2  per  cent  factor  in  this 

1650  particular  exhibit. 

Q.  I  see.  It  is  in  the  2  per  cent  factor?  A.  That 

is  right. 

Q.  And  if  it  were  not,  your  rail  ton-miles  would  have  to 
be  reduced  possibly  18  per  cent,  in  order  to  get  an  air 
ton-mile  basis;  is  that  not  right?  A.  That  is  approxi¬ 
mately  correct 

Q.  Now,  this  381  million  ton-miles  is  based  on  a  rate 
of  approximately  12%  cents.  Wouldn’t  that  total  be  lower 
if  the  per-mile  rate  was,  let’s  say,  16%  cents?  A.  Yes,  that 
is  quite  true. 

Q.  Have  you  any  idea  about  what  the  total  would  be 
at  that  rate?  A.  No.  That  isn’t  a  proposed  rate,  and  w<* 
didn’t  consider  that 

Q.  It  would  be  considerably  less,  though,  would  it  not  ? 
A.  If  it  were  a  comparable  figure,  if  it  were  a  rate  on  the 
same  basis,  yes. 
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Q.  This  potential,  based  on  merchandise  and  perishable 
shipments  between  areas:  do  those  shipments  go  from 
the  entire  areas  involved  to  other  areas  involved?  A. 
That  is  correct. 

Q.  It  is  not  just  to  the  cities  sought  by  Slick.  A.  The 
potentials  have  been  adjusted  to  cover  all  the  points  in 
Slick’s  application. 

Q.  Where  does  that  adjustment  show  up?  A.  On  page 
164,  we  have  applied  in  the  second  paragraph,  last  sen¬ 
tence,  a  25  per  cent  factor,  to  allow  for  other  com- 
1651  modities  and  for  shipments  to  other  than  major 
cities  in  the  proposed  areas. 

Q.  Well  now,  isn’t  that  a  duplication?  Aren’t  you  add¬ 
ing  cities  that  are  already  in  there?  A.  No. 

Q.  On  page  109  of  your  Exhibit  141,  could  you  tell  me 
what  percentage  of  that  approximately  3  million  ton-miles 
was  by  LCL  and  by  express?  A.  No,  I  can’t  say  offhand. 

Q.  Well,  would  you  say  express  was  30  per  cent  of  the 
total?  A.  I  believe  it  would  be  somewhat  less  than  30 
per  cent  of  the  total. 

Q.  Say  about  25?  A.  I  would  rather  just  leave  it  that 
it  would  be  less  than  30. 

Q.  All  right. 

Examiner  Cusick:  You  don’t  know’  how’  much  less? 

The  Witness:  No.  I  might  refine  it  to,  say,  between 
15  and  30. 

By  Mr.  Reilly: 

Q.  Mr.  Drew,  is  it  not  true  that  in  the  year  1940  the 
average  weight  of  shipments  by  express  was  40  pounds? 
A.  Yes,  that  is  right. 

Q.  Now,  do  you  think  that  Slick  would  penetrate  very 
much  of  this  rail  express,  when  they  propose  to  take  noth¬ 
ing  under  a  thousand  pounds? 
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Mr.  Morris:  That  isn’t  quite  the  proposal,  Mr.  Ex¬ 
aminer.  I  think  the  question  ought  to  more  correctly 
1652  state  the  proposal. 

Mr.  Reilly :  I  didn’t  hear  the  objection. 

Examiner  Cusick:  Read  it,  please. 

(Reporter  reads) 

Mr.  Reilly:  I  withdraw  the  question. 

By  Mr.  Reilly: 

Q.  Mr.  Drew,  in  the  light  of  testimony  here  that  Mr. 
Slick  does  not  propose  to  take  shipments  under  one  thou¬ 
sand  pounds,  at  demand  points,  do  you  think  that  they 
would  pick  up  very  much  air  express  at  those  points? 

Mr.  Morris:  The  question  still  doesn’t  quite  accurately 
state  the  proposal,  even  as  to  demand  points.  The  pro¬ 
posal  is  to  stop  at  demand  points  only  when  there  is  an 
aggregate  of  a  thousand  pounds.  It  might  be  from  several 
shipments. 

Examiner  Cusick:  Well,  the  record  will  show  that  it  is 
an  aggregate  of  a  thousand  pounds.  Do  you  desire  to 
amend  your  question  to  that  extent,  Mr.  Reilly? 

Mr.  Reilly:  Oh,  yes.  I  will  amend  the  question  as  to 
that 

The  Witness:  The  service  proposed  does  provide  for 
shipments  below  a  thousand  pounds;  and  doing  that,  I 
would  expect  it  to  penetrate  express  to  a  considerable  ex¬ 
tent 

By  Mr.  Reilly: 

Q.  Mr.  Drew,  on  page  106,  you  have  your  list  of  per^ 
ishables  by  tons  which  expect  to  move  between  the  areas? 
A.  That  is  right.  Although,  those  are  not  tons  that  we 
would  expect  to  move ;  those  are  tons  that  move. 

Q.  Could  you  break  down  on  the  percentage  basis 
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the  celery,  the  lettuce,  and  the  onions?  A.  No,  I 

1653  couldn’t. 

Q.  You  don’t  know  what  proportion  of  onions 
would  move?  A.  No,  I  couldn’t  say.  However,  onions  are 
a  possible  air  freight  candidate  and  are  generally  consid¬ 
ered  so. 

Q.  What  makes  onions  a  possible  air  candidate,  Mr. 
Drew?  A.  I  would  say  onions  would  be  an  air  freight 
candidate  not  so  much  for  their  perishability,  but  for  dis¬ 
tribution  advantages.  There  are  countless  advantages  in 
time  saving,  in  shipping  onions. 

Q.  Do  you  think  that  air  distribution  at  a  rate  of  12% 
cents  a  ton-mile  would  be  used  very  much  for  onions,  as 
against  a  rate  of  1.3  per  ton-mile  by  rail?  A.  I  believe 
that  the  volume  of  onions  that  would  move  at  a  12%-cent 
rate  would  be  considerably  less  than  some  of  these  other 
items  indicated.  It  would  be  relative  to  the  total  volume 
of  each  product,  probably  the  least. 

Q.  You  mean  such  as  cabbages,  too?  A.  Yes,  it  would 
be  considerably  less  than  cabbage,  relative  to  its  total 
volume. 

Q.  Mr.  Drew,  have  you  ever  heard  of  onions  being  ship¬ 
ped  by  air?  A.  I  believe  that  Slick  has  shipped  onions  by 
air. 

Examiner  Cusick:  You  mean  Slick  has  carried  the  ship¬ 
ment? 

The  Witness:  That  is  correct.  They  have  carried 
onions  for  a  shipment. 

1654  By  Mr.  Reilly : 

Q.  All  of  these  items,  Mr.  Drew,  on  page  106:  did 
they  not  move  at  an  average  rate  of  1.3  cent  per  mile  by 
rail?  A.  In  rail  carload  shipments,  that  is  approximately 
correct.  The  rates  vary. 

Q.  So  that  the  movement  of  these  perishables  at  that 
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rate  is  not  analogous  to  movements  of  express  merchandise 
where  the  rate  is  very  much  higher.  The  factors  that  would 
permit  these  products  to  move  by  air  are  different  from 
those  that  would  permit  movement  by  express  at  closely 
comparable  rates.  It  involves  the  savings  resulting  from 
the  higher  speed. 

Q.  Now%  on  page  164,  that  25  per  cent  which  you  refer¬ 
red  to  before,  which  was  added  to  the  perishables:  what 
types  of  fresh  fruits  and  vegetables  are  you  referring  to 
there?  Could  you  name  a  few?  A.  Oh,  such  items  as — 
well,  we  were  thinking  of  various  berries.  Berries  have 
a  very  high  potential,  and  were  not  included  in  this  base ; 
such  items  as  broccoli,  spinach,  apricots.  There  are  very 
many,  many  of  which  have  already  been  carried  by  Slick 
Airways. 

I  might  even  add  to  that  answer,  potatoes,  which  on 
page  252  of  the  exhibit  are  shown  to  have  been  carried  by 
Slick  Airways. 

Q.  In  reference  to  the  carriage  of  perishables,  Mr.  Drew, 
do  you  still  subscribe  to  this  statement  in  your  report 
of  March  1944,  on  page  91,  which  reads:  “With 
1655  respect  to  the  bulk  of  the  traffic,  fruits,  vegetables, 
fish,  and  news  publications,  however,  it  seems  that 
air  shipment  could  (a)  enhance  quality,  and  therefore  price, 
sufficiently,  or  (b)  effect  sufficient  direct  distribution  econ¬ 
omies  to  warrant  the  payment  of  a  very  substantial  pre¬ 
mium  for  its  use”?  A.  That  statement  still  stands  with 
respect  to  the  high  rates  that  we  assumed  would  be  in 
effect  in  this  period.  Those  rates  were  based  on  the  indica¬ 
tions  that  we  obtained  from  certificated  carriers  of  the 
rates  that  would  be  in  effect. 

Q.  You  might  say  it  is  a  matter  of  relativity,  then,  as 
to  price?  A.  Absolutely. 

Q.  I  notice  on  your  page  62,  near  the  top,  you  refer  to 
possible  shipments  by  the  motion  picture  industry  and  the 
aircraft  industry  to  various  parts  of  the  world. 
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Now,  would  it  not  be  better,  or  would  not  other  carriers 
be  better  able  to  serve  the  world  than  Slick,  with  this  cer¬ 
tificate!  A.  I  believe  the  carrier  that  can  carry  the  ship¬ 
ment  from  the  plant  to  the  shipping  point — I  mean  the  ex¬ 
porting  point — is  best  able  to  serve  them. 

Q.  And  possibly  United  out  of  L.  A.  A.  No,  I  feel  this 
service  can  best  be  handled  by  Slick’s  proposal. 

Examiner  Cusick:  You  would  assume,  then,  Mr.  Drew, 
that  a  two-carrier  service  would  be  better  in  the  foreign 
field! 

1656  The  Witness:  I  am  trying  to  think  of  a  specific 
application.  I  would  say  that  it  is  simply  a  matter  of 
time  involved  and  the  convenience  of  the  customer.  In  some 
cases  it  is  perfectly  possible  that  another  carrier  could  do 
the  job  if  they  were  flying  a  through  plane,  for  example. 

Examiner  Cusick:  One-carrier  service. 

The  Witness:  Yes,  a  through  plane  from  the  origin  to 
the  terminating  point  would  obviously  be  better,  if  any  such 
flights  are  operated. 

Examiner  Cusick:  Thank  you,  sir. 

By  Mr.  Reilly: 

Q.  On  page  112,  Mr.  Drew,  you  have  a  list  of  fresh  and 
frozen  fish  that  might  be  transported.  Is  there  any  ad¬ 
vantage  in  transporting  fish  by  air  once  it  has  been  frozen? 
A.  No,  but  there’s  an  advantage  in  transporting  it  by  air 
before  it  is  frozen;  and  this  exhibit  merely  indicates  the 
movement  of  fish. 

Q.  Do  you  know  what  percentage  here  has  been  frozen? 
A.  No,  I  don’t.  I  don’t  believe  that  has  a  great  deal  of  bear¬ 
ing  on  the  use  of  this  exhibit.  The  fish  did  move  and  could 
move  by  air. 

Q.  The  amount  that  there  might  be  of  fresh  fish.  A. 
No,  the  amount  of  fresh  and  previously  frozen  fish;  we  feel 
that  the  fresh  product  is  superior. 
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Q.  On  your  page  119,  you  have  prepared  various  railway 
express  services  with  Slick’s  proposed  services.  Now, 
that  does  not  include  all  points  to  be  served  by  Slick,  does 
!  it?  A.  No,  these  are  offered  as  typical  services. 
1657’  Q.  And  if  we  were  to  put  in,  say,  New  York- 
Chicago,  vour  rail  express  would  be  practically  over¬ 
night,  the  same  as  the  proposed  service?  A.  Before  the 
war,  New  York-Chicago  railway  express  was  in  very  few 
cases  overnight.  It  had  to  start  out  quite  early  in  the  day 
from  the  shipper. 

Q.  On  page  117,  in  the  middle  of  the  large  paragraph  on 
that  page,  the  statement  appears:  “With  current  high- 
passenger  loads,  the  space  available  for  the  carriage  of 
cargo  is  extremely  limited,”  referring  to  the  certificated 
carriers. 

Now,  is  it  not  true  that  for  the  past  several  months  the 
load  factors  have  been  dropping  appreciably?  A.  It  ap¬ 
pears  that  the  seasonal  fall,  drop-off,  in  passengers  is 
occurring  again. 

Q.  I  am  not  speaking  of  a  seasonal  drop-off.  I  am  speak¬ 
ing  of  a  regular  overall  drop-off  in  load  factors. 

Examiner  Cusick:  Do  you  know,  Mr.  Drew? 

The  Witness:  Yes,  sir.  I  know  that  load  factors  have 
dropped  off. 

Mr.  Reilly:  That  is  all,  Mr.  Examiner. 

Examiner  Cusick:  United,  Mr.  Rett? 

Cross  Examination 
By  Mr.  Rett: 

Q.  Mr.  Drew,  referring  to  page  119,  which  Mr.  Reilly 
called  your  attention  to,  I  take  it  in  view  of  Mr.  Slick’s  testi¬ 
mony  of  yesterday,  Slick  might  or  might  not  provide  over¬ 
night  service  to  a  number  of  these  points — as,  for 
1 658  example,  Chicago-Albany,  Chicago- Washington, 

Boston,  Detroit,  Decatur,  and  so  forth — in  view  of 


1843 


Excerpts  from  Testimony  of  John  Drew 

the  shipment  you  have  indicated  here  as  a  five-hundred- 
pound  shipment.  A.  No,  the  service  would  be  provided  in 
accordance  with  the  proposal.  A  five-hundred-pound  ship¬ 
ment  would  be  carried  if  it  were  carried  from  a  point  that 
originated  a  thousand  pounds  or  more,  a  demand  station; 
it  would  be  carried  by  any  principal  station. 

Q.  In  the  event  there  wasn’t  that,  you  wouldn’t  have  the 
service  to  these  overnight  points;  you  might  not  have  it, 
as  for  example,  to  a  demand  point  such  as  Albany.  A. 
Direct  service  -wouldn’t  be  provided  if  the  aggregate  was 
less  than  a  thousand  pounds,  as  I  understand  the  proposal. 

Q.  Would  you  turn  to  page  164?  In  the  second  paragraph 
from  the  bottom  of  the  page,  you  carry  an  air  freight  rate 
of  12%  cents  a  ton-mile,  with  a  comparable  service  carrier 
rate  of  10.6  per  ton-mile.  Now,  how  was  that  10.6  per  ton- 
mile  arrived  at?  A.  12.5  is  to  10.6  as  the  surface  carrier 
miles  are  to  the  route  miles  which  Slick  Airways  would  ex¬ 
pect  to  fly. 

Q.  First  of  all,  let  me  ask  you  this :  You  are  assuming 
what  surface  carrier  rate?  Rail  express?  A.  Railroad. 

Q.  Rail  express;  not  freight  or  passenger,  but  rail  ex¬ 
press,  isn’t  it?  A.  Well,  it  is  a  weighted  figure,  but  I  think 
a  greater  part  of  the  potential  here  of  that  type  of  merchan¬ 
dise  is  carried  by  others  than  rail  express.  I  think 
1659  it  is  a  weighted  matter. 

Q.  What  figure  did  you  start  on  to  get  this  10.6? 
You  didn’t  include  these  freight  rates  of  less  than  a  cent, 
in  handling  carload  lots  of  products  shipped  across  the 
country?  A.  I  am  sorry.  We  have  a  ratio  of  mileages 
there  which  were  applied  to  12%  cents.  It  has  nothing  to 
do  with  the  freight  rates  of  1.5  cents. 

Q.  You  didn’t  start  with  any  base  rate,  then,  I  take  it, 
as  far  as  the  surface  carriage  is  concerned?  A.  The  sur¬ 
face  rates  had  nothing  to  do  with  this  particular  point. 
This  was  merely  a  consideration  of  the  relative  mileages 
of  the  two  services. 
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Q.  And  the  10.6  is  approximately  IS  per  cent  less  than 
12.5;  is  that  right?  A.  I  believe  it  is  a  little  bit  more  than 
that. 

(Makes  computation) 

— that  is  about  right. 

Q.  The  relative  circuity,  however,  wouldn’t  apply  between 
such  points  as  Chicago-Detroit,  or  Chicago  and  St.  Louis? 
A.  Well,  of  course,  we  are  not  proposing  service  Chicago- 
Detroit  and  Chicago-St.  Louis. 

Q.  Or  Chicago-New  York?  A.  The  rail  distance  is  con¬ 
siderably  longer  than  the  air  distance  between  Chicago  and 
New  York;  between  New  York  and  Los  Angeles;  New  York 
and  San  Francisco. 

Q.  And  this  relative  differential  was  considered  on  the 
overall  basis  of  your  routes  vs.  the  rail  distance? 
1660  A.  That  is  right. 

Q.  Overall?  A.  That  is  right. 

Q.  Well  now,  the  rail  express  rate  is,  I  believe,  approxi¬ 
mately  9.1  cents?  A.  Well, — 

Q.  Ton-miles?  A.  What  railway  express  rate  do  you 
refer  to? 

Q.  The  average  rate  is  9.1  cents?  A.  I  believe  all  classes 
of  railway  express  run  somewhere  in  that  neighborhood; 
very  close  to  that. 

Q.  And  that  LCL  rates  are  what?  A.  They  are  some¬ 
what  higher.  — oh,  LCL  rail;  not  railway  express? 

They  are  down  around  4  cents  or  so. 

Q.  Average  3%  cents  a  ton-mile?  A.  3y2  to  4. 

Q,  And  freight  forwarder  rates  are  somewhere  in 
between  the  rail  express  and  the  LCL?  A.  That  is  right. 
They  are  5,  6,  7  cents ;  in  that  neighborhood. 

Q.  Well  now,  in  your  judgment,  from  your  studies, 
would  it  be  your  opinion  that  as  far  as  the  LCL  shipper  is 
concerned,  the  primary  consideration  is  price ;  that  is,  cost 
of  shipment.  And  not  so  much  speed?  A.  No,  the  same 
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thing  can  be  applied  to  certain  shippers  in  any  type  of 
transportation.  For  instance,  some  people  ship  railway 
express  becanse  it  is  cheaper :  shippers  of  small  packages. 
But  the  average  shipper  wants  the  lowest  rate  with 

1661  the  service  he  needs. 

Q.  Pardon?  A.  The  average  shipper  wants  the 
lowest  rate  that  he  can  get  and  still  obtain  the  service  that 
he  needs  to  run  his  business  in  the  best  possible  way. 

Q.  And  the  shipper  wants  the  cheapest  rate.  A.  Pro¬ 
vided  he  gets  the  service  that  will  make  him  the  most 
money.  And  supply  the  consumer  with  the  maximum 
quantity  of  goods. 

Q.  That  is  right.  And  the  speed  in  the  LCL  is  probably 
not  so  great  as  in  rail  express.  A.  LCL  speed  is  less  than 
railway  express  speed. 

Q.  Is  less,  you  said.  A.  Yes,  sir. 

Q.  And  in  the  forwarder  classification,  again,  the  shipper 
is  interested  in  price?  That  is  why  he  goes  to  a  forwarder: 
to  get  his  shipments  consolidated  and  obtain  a  lower  price. 
A.  The  forwarder  gives  a  service  that  is  quite  comparable 
to  railway  express  in  some  cases. 

Q.  But  it  is  price  that  develops  the  forwarder  market. 
A.  Presumably.  He  chooses  the  one  that  will  give  adequate 
service  at  the  lowest  price. 

Q.  And  both  the  LCL  and  forwarder  rates  are,  of  course, 
much  less  than  your  10.6?  A.  That  is  right. 

Q.  Assumes  here  on  page  164.  A.  They  are  less  than 
that. 

1662  Q.  And  in  view  of  this  question  of  price,  would  it 
be  your  judgment  that  air  freight  would  penetrate 

less  into  the  forwarder  and  the  LCL  market  than,  for  ex¬ 
ample,  the  air  express  market?  A.  The  percentage  of 
penetration  would  probably  be  less,  although  the  total 
volume  would  probably  be  greater. 

Q.  Why  do  you  say  the  total  volume  would  be  greater? 
A.  Well,  the  total  volume  of  LCL  and  forwarder  traffic  is 
greater  than  railway  express  traffic. 
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Q.  All  right.  Do  von  think  it  would  be  easy  to  sell  a  12V> 
cent  rate  against  a  3  cent  rate?  When  the  customer  isn’t 
interested  particularly  in  the  speed?  Or  at  least  apparently 
hasn’t  been  in  the  past?  A.  The  customer  is  interested  in 
speed.  And  where  he  is  interested,  you  can  sell  the  higher 
rate.  That  is  shown. 

Q.  That  is  true,  but  these  customers  that  have  shipped 
these  volumes  by  LCL  have  gotten  a  faster  speed  by  paying 
the  9.1  rate  of  railway  express,  and  they  haven’t  done  it. 
A.  It  is  very  possible  and  likely  that  the  railway  express 
service  was  not  sufficiently  faster  to  give  them  the  advan¬ 
tages  that  would  warrant  the  higher  rate. 

Q.  You  don’t  know?  A.  Pardon? 

Q.  Do  you  know?  A.  I  believe  that.  I  don’t  know  the 
fact,  but  I  think  it  is  self-evident. 

Q.  Nevertheless,  in  your  projection  of  potential  here, 
you  have  lumped  together,  railway  express,  for- 
1663  warder,  and  LCL.  A.  That  is  true. 

Q.  I  wonder  if  you  would  turn  to  page  170?  A. 

170? 

Q.  Yes.  As  I  gathered  from  your  discussion  of  this  sub¬ 
ject  yesterday,  the  added  projection  on  the  Curtiss-Wright 
study,  you  indicated  that  a  rise  in  prices  would  increase 
the  potential  of  air  freight.  A.  That  is  right. 

Q.  Now,  isn’t  it  true  that  somewhere  along  the  line  this 
rise  in  prices  curtails  overall  demand  for  commodities? 
And  hasn’t  such  a  thing  started  to  set  in  now?  A.  An  ex¬ 
cessive  rise  in  price  would,  probably,  curtail  demand  tem¬ 
porarily,  and  prices  'would  have  to  be  adjusted  somewhat. 

Q.  You  mean  prices  would  have  to  go  down?  A.  That 
is  right.  They  would  have  to  go  down  somewhat.  But  I 
believe — and  there  is  a  good  deal  of  evidence  to  indicate 
it — prices  will  be  considerably  higher  than  they  were  before 
the  war  began. 

Q.  But  do  you  expect  that  prices  will  go  down  again? 
A.  The  long  run  trend  of  prices  is  upward. 
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Q.  That  is  for  a  continuous  period  of  time?  A.  Well, 
just  looking  at  the  period  extending  over  the  last  40  years 
of  so,  we  were  at  one  level  of  prices  before  World  War  I, 
at  a  higher  level  generally  before  World  War  II,  and  the 
general  picture  indicates  that  we  will  be  at  a  higher  level 
during  this  period. 

Q.  That  is  true,  but  I  don’t  want  to  get  into  a  long 

1664  economic  discussion  of  this  thing;  however,  relative 
buying  power  increases  and  decreases  in  those  cycles 

regardless  of  what  dollar  price  tag  you  attach  to  it  A. 
Relative  buying  power  has  been  increasing  over  this 
period. 

Q.  It  increases  and  decreases  in  the  course  of  a  particu¬ 
lar  time?  A.  Yes,  there  is  a  cycle.  And  there  is  a  long 
range  trend  in  which  it  increases. 

Q.  And  this  projected  rise  in  prices  which  you  have  set 
here  on  the  basis  of  1946  figures  is,  you  say,  rather  an  un¬ 
stable  price  level?  A.  Well,  we  have  mentioned  certain 
price  rises  for  reference  on  page  170.  But  we  of  course 
didn’t  assume  that  those  exceedingly  great  rises  would 
maintain  during  the  coming  period. 

Q.  You  didn’t  assume  that  for  the  1947  projection?  A. 
No,  we  didn’t  assume  that,  for  instance,  the  price  index 
would  be  up  55  or  78  per  cent.  We  assumed  an  increase  of 
about  25  per  cent. 

I  think  that  it  was  28  per  cent. 

Q.  I  see.  Now,  you  also  mentioned  such  items  as  potatoes 
and  bacon  and  ham  as  going  by  air.  That  is  due,  again,  in 
the  past,  isn’t  it,  to  a  high  price  and  short  supply  that  had 
existed?  A.  The  reasons  why  various  items  have  been 
shipped  to  date  are,  of  course,  countless.  In  general, 
the  reason  seems  to  have  been  some  particular  gain 
to  the  shipper  or  the  consignee.  He  gained  by  shipping 
by  air. 

1665  In  some  cases,  he  was  better  able  to  do  that,  since 
prices  were  high. 
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Q.  And  there  was  something  to  be  gained  because  the 
prices  were  high  and  these  commodities  were  in  short  sup¬ 
ply  at  that  particular  time.  A.  In  some  cases.  And  in 
others,  the  shipper  gains  by  keeping  his  inventory  and  in¬ 
vestigating  the  possibility  of  reducing  his  working  capital ; 
many  reasons. 

Q.  You  wouldn’t  expect,  for  example,  that  there  would 
be  a  steady  demand  for  air  transportation  of  potatoes  ?  A. 
No,  not  at  present  rates. 

That  is  one  of  the  most  unlikely  items,  at  the  12V*>  cent 
rate,  as  far  as  I  can  see.  I  wouldn’t  be  too  much  surprised, 
on  the  other  hand,  if  some  shipper  in  Maine  decided  to 
package  potatoes  in  a  very  fancy  way  and  select  them  very 
carefully  and  merchandise  them  in  such  a  way  that  he  could 
afford  to  pay  a  premium  by  air. 

There  are  unlimited  possibilities  there,  and  a  lot  of 
smart  people  are  exploring  those. 

Q.  Do  you  imagine  that  would  be  a  large  volume?  A. 
It  could  be.  It’s  a  lot  of  potatoes. 

I  am  simply  trying  to  point  out  that  you  can’t  be  too 
statistical  and  too  analytical  about  this.  There  are  so 
many  things  that  people  are  working  on  in  connection  with 
air  freight  that  just  about  anything  can  happen.  It  is 
amazing. 

Q.  In  developing  your  projections  here,  just  one  more 
point  on  that:  you  have  assumed,  I  take  it,  a  constant 
figure,  or  relatively  static  figure,  in  rail  transporta- 
1666  tion.  A.  What  type? 

Q.  You  have  assumed  here  a  9-cent  air  freight 
rate,  or  an  average  9-cent  air  freight  rate  in  1950.  And  my 
question  is:  Wouldn’t  you  expect  that  if  air  freight  got 
down  to  9  cents  in  1950,  rail  express  would  try  to  com¬ 
pete?  And  rather  would  endeavor  to  lower  their  rates? 
A.  I  think  they  would. 

Q.  There  was  no  specific  account  taken  of  that  in  these 
projections?  A.  I  believe  we  gave  sufficient  considera- 
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tion  to  that.  In  1950,  the  volume  of  air  freight  that  we 
expect  to  be  handled  will  be  very  considerable  compared 
with  the  volume  of  rail  express. 

Q.  Yes,  but  is  there  any  specific  point  in  here  that  you 
can  point  to?  A.  We  have  not  pointed  that  out  in  here, 
so  far  as  I  can  recall. 

Q.  I  couldn’t  find  it.  A.  I  don’t  believe  that  is  pointed 
out. 

Examiner  Cusick:  While  you  are  on  that  subject,  Mr. 
Drew,  do  you  know  of  your  own  knowledge  whether  the  costs 
of  surface  freight  have  gone  down  in  the  last  20  years, 
substantially? 

The  Witness:  The  average  revenue  that  the  railroads 
have  gotten  per  ton-mile  hasn’t  changed  very  much.  It 
might  have  gone  down  five  or  ten  per  cent  over  a  very 
long  period.  I  am  quite  sure  that  it  hasn’t  gone  down  ap¬ 
preciably. 

Examiner  Cusick:  Thank  you. 

1667 

Bv  Mr.  Rett: 

Q.  That  was  freight.  Is  the  same  thing  true  of  rail 
express?  A.  I  know  of  no  reductions  in  the  rail  express 
rates. 

Q.  That  is,  in  the  last  20  years?  A.  That  is  right. 

Q.  Yesterday  you  were  discussing  the  unbalance  of  traffic 
potentials  between  eastward  and  westward  movements, 
and  you  said  there  would  have  to  be  a  developmental  effort 
to  neutralize  that  effect.  A.  Yes,  that  is  right 

Q.  Now,  such  a  developmental  effort  still  would  be  quite 
a  task,  wouldn’t  it?  A.  Well,  I  think  this  type  of  proposal 
lends  itself  to  achieving  that  balance. 

Q.  Well,  you  still  have  to  overcome  a  natural  historical 
unbalance.  You  have  covered  the  whole  area  in  both  cases. 
A.  That  is  right.  But  if  you  have  a  plan  that  tends  to 
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correct  that  unbalance,  and  then  you  work  hard  at  it,  I 
think  it  can  be  achieved. 

Q.  I  don’t  follow  you  on  how  the  plan  changes  your  over¬ 
all  figures,  which  you  have  shown  here  in  your  exhibits,  of 
area  movements;  that  is,  from  the  eastern  area  to  the 
Pacific  Coast  and  from  the  Chicago  area  to  the  Pacific 
Coast. 

You  have  taken  all  the  area  shipments,  and  the  un¬ 
balance  exists  covering  the  whole  area.  A.  There  is  an 
overall  unbalance  in  freight  flow,  east  to  west  and  north  to 
south.  Now,  the  type  of  proposal  that  is  made  here 
1668  does  have  a  very  important  factor  in  it,  in  permitting 
1  the  carrier  to  ship  to  one  point  in  an  area,  say,  in 
California,  and  then  go  to  another  point  and  pick  up  per¬ 
ishables,  and  make  his  return  haul  with  perishables  or 
what-have-you. 

I  believe  that  the  total  volume  of  shipments  involved  in 
air  freight  will  be  sufficiently  low  for  a  long  period  so  that 
by  developing  the  business  very  heavily  in  the  West  and 
South,  a  balance  can  be  achieved,  or  very  closely  obtained. 

Q.  What  business?  The  produce  business?  That  is  what 
you  have  in  mind?  A.  The  produce  business  in  Texas. 

Q.  And  in  California?  A.  Yes,  in  California.  It  is  even 
more  noticeable,  though,  in  Texas;  the  possibility  for  de¬ 
velopment. 

Q.  That  would  be  the  principal  counterbalancing  flow? 

A.  Well,  that  would  be  the  part  of  the  counterbalancing 
flow  that  would  make  it  possible  to  achieve  some  kind  of 
balance.  Of  course,  you  might  look  at  it  the  other  way. 
That  building  up  merchandise  flows  in  Texas  and  Cali¬ 
fornia  would  be  the  item  that  would  put  it  across.  It  is  the 
combination  of  the  two. 

Q.  However,  the  merchandise  flows  have  not  been  great 
from  the  West  to  the  East.  A.  The  flow  of  merchandise 
by  air  freight  is  building  up. 
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Q.  I  am  talking  about  potential.  A.  Well,  the 
1669  potential  is  indicated  by  what  has  happened. 

Q.  Now,  historically.  A.  Yes,  in  the  history  of 
air  freight. 

Q.  Well,  you  are  not  discarding  the  potential  studies 
that  you  predicated  your  objections  on  ?  A.  No,  not  at  all. 

Q.  Now,  on  this  commodity  potential,  your  exhibits  show 
that  there  is  quite  a  fluctuation  in  the  production  of  that. 
So  it  would  be  difficult  to  utilize  that  to  even  out  your 
reverse  flow?  A.  You  mean  a  fluctuation  during  the  year? 

Q.  Yes.  A.  Yes,  there  is  some  fluctuation  there. 

Q.  Quite  a  little  fluctuation?  A.  But  you  are  not  going 
to  fly  with  a  hundred  per  cent  load  factor  all  the  time. 
There  would  be  variations  in  any  form  of  transportation, 
and  we  speak  of  reducing  those  to  such  a  point  that  you 
can  get  a  75  per  cent  load  factor  on  the  overall  system. 
That  means  there  will  be  a  lot  of  variations. 

Q.  But  the  seasonal  fluctuation  will  make  it  difficult  to 
develop  an  even  flow.  A.  Well,  when  you  take  the  sea¬ 
sonal  fluctuations  for  all  the  crops  in  an  area  of  the  size 
that  we  are  talking  about  in  this  case,  the  areas  that  Slick 
Airways  has  proposed,  you  don’t  get  too  great  fluctuations 
in  the  total. 

Q.  Well,  look  at  Exhibit  51,  will  you  please?  A.  All 
right. 

1670  Q.  Referring  to  page  2:  for  example,  there  are 
in  the  months  of  August,  September,  and  October, 
in  California,  two  producing  counties,  and  a  limited  number 
of  commodities;  as  against  a  much  wider  diversity  and  a 
greater  number  of  counties  in  production.  A.  As  it  hap¬ 
pens,  those  two  commodities,  tomatoes  and  lettuce,  were 
right  up  on  top  of  the  list  of  perishables  that  are  adapted 
to  air  transport;  and  they  are  produced  in  considerable 
volume,  of  course,  in  California. 

Q.  I  appreciate  that,  but  that  does  not  explain,  Mr.  Drew, 
the  fact  that  you  have  a  continuous  flow  of  lettuce  through¬ 
out  the  whole  season?  A.  That  is  true. 
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Q.  And  a  drop-off  on  the  other  commodities.  A.  Yes. 
On  the  other  hand,  the  production  of  tomatoes  is  during 
only  six  months.  And,  of  course,  there  are  many  other 
commodities  that  are  not  listed  here. 

It  would  be  necessary  to  take  the  entire  list  of  products 
developed  there,  the  agricultural  products,  and  add  to 
them  the  merchandise  potentials  month  by  month,  and  ar¬ 
rive  at  the  monthly  totals,  to  determine  just  what  the 
variation  would  be.  We  haven’t  done  that. 

Q.  You  don’t  know  just  what  the  results  would  be,  with 
any  degree  of  certainty?  A.  Well,  I  think  any  results  that 
were  obtained  on  that  would  have  to  be  interpreted  rather 
broadly  at  this  time. 

Q.  I  just  have  one  more  question:  Referring  to  page 
121,  I  wonder  if  you  could  show  me  any  exhibits  you  have 
here,  which  show  the  potential  in  air  freight  between 
1671  particular  pairs  of  cities.  A.  Between  particular 
pairs  of  cities?  Yes,  we  have  some.  For  example, 
on  SA-102,  we  have  the  historical  flow. 

Q.  What  page?  A.  Page  SA-102.  That  is  not  the  actual 
potential  that  we  estimate.  It  is  merely  the  merchandise 
shipments  that  moved  between  those  cities  in  1939. 

Q.  For  example,  it  doesn’t  include  Milwaukee  to  Austin, 
Texas;  and  Springfield,  Illinois.  A.  No,  we  don’t  have 
particular  cities  like  that. 

*  •  #  •  • 

1676 

•  •  •  •  • 

Q.  On  page  85  of  the  Curtiss-Wright  report,  you  found 
that  because  of  the  concentration  of  population  and  in¬ 
dustry  in  the  northeastern  part  of  the  United  States,  the 
great  bulk  of  freight  tonnage  moves  less  than  five  hundred 
miles?  A.  That  is  right. 

Q.  In  view  of  this  short  movement,  do  you  think  that  the 
figures  given  on  pages  166  and  171  are  comparable?  A. 
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Yes,  because  the  traffic  that  goes  into  that  five  hundred 
miles  includes  a  very  great  volume  of  coal  and  iron  ore 
and  things  that  will  never  be  carried  by  air  freight  as  we 
see  it  now. 

The  products  that  will  be  carried  by  air  freight  are  those 
which  go  far  enough  to  benefit  from  it,  and  would  not  in¬ 
clude  the  rather  short-haul,  very  heavy’  shipments. 

I  think  that  is  quite  consistent. 

Q.  But  a  large  part,  or  a  majority,  of  the  traffic  which 
you  have  shown  as  potential  between  the  areas  which  you 
propose  to  serve,  would  not  be  in  the  nature  of  those  bulk 
products,  would  it?  A.  We  haven’t  considered  the  bulk 
products  at  all.  They  are  entirely  outside  our  estimate. 
We  have  been  concerned  here  only  with  merchandise 

1677  shipments  and  perishables  and  the  items  in  that 
general  range. 

Now,  the  total  ton-miles  handled  by  the  railroads  in  1940 
was  373  billion  ton-miles.  We  are  talking  about  5  billion 
ton-miles  in  1950  as  the  potential.  So  we  are  just  talking 
about  a  very  small  part  of  total  freight. 

Q.  But  you  have  no  haul  over  your  proposed  routes 
within  the  500-mile  range,  do  you?  A.  No.  Well,  I  should 
qualify  that :  There  might  possibly  be  a  five-hundred  mile 
haul  between  the  Midwest  and  the  Texas  area,  but  I  doubt 
it. 

Q.  Would  you  refer  to  the  map  on  page  20?  A.  No,  St. 
Louis  to  Dallas  is  the  shortest,  and  that  is  well  over  five 
hundred  miles. 

•  #  •  •  i 

1678 

*  •  •  •  • 

Q.  Do  you  know  whether,  over  a  distance  of  350  miles, 
for  example,  air  freight  would  be  no  more  expensive,  be¬ 
cause  of  the  elimination  of  the  crating  charge,  than  would 
surface  movement  of  furniture?  A.  I  think  in  the  case 
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of  furniture  there  would  be  a  point  at  which  your  savings 
due  to  crating  and  damage,  and  so  on,  would  balance  your 
costs,  but  I  would  hate  to  name  that  point. 

Q.  Do  you  think  there  is  any  substantial  air  freight  po¬ 
tential  over  distances  of  less  than  five  hundred  miles?  A. 
Less  than  five  hundred  miles  ?  I  think  there  is  an  air  freight 
potential  below  five  hundred  miles. 

However,  I  don’t  believe  it  compares  with  the  potential 
over  that. 

Q.  Is  that  one  of  the  reasons  why  Slick  has  not  applied 
for  an  intra-area  service?  A.  Yes.  They  did  not  apply 
for  intra-area  service,  because  they  felt  the  greatest  need 
and  potential  lay  in  the  long  haul.  They  didn’t  want  to 
handicap  serving  of  that  need  by  a  combination  operation. 

*  •  •  •  • 

1682 

i  •  t  •  • 

Harold  R.  Amling 

•  •  •  •  • 

1692 

•  *  •  *  • 

Further  Direct  Examination 
By  Mr.  Morris : 

Q.  Mr.  Amling,  state  whether  or  not  the  incoming  of  the 
air  freight  service,  such  as  provided  by  Slick  Airways,  has 
enabled  you  to  market  a  type  of  flower  which  you  could  not 
market  before  in  the  East.  A.  Very  definitely. 

Q.  How  is  that?  A.  Well,  previous  to  the  entering  into 
the  picture  of  Slick  or  these  other  contract  carriers,  we 
limited  our  shipments  practically  to  gardenias  and  orchids, 
which  are  higher  priced  flowers. 

And  of  necessity,  the  percentage  on  the  cost  doesn’t  run 
to  high. 
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Q.  What  additional  types  of  flowers  have  you  been  able 
to  market?  A.  Well,  practically  all  flowers;  and  some 
greens. 

Q.  Such  as — ?  These  other  flowers?  A.  Such  as  asters, 
chrysanthemums,  heather — we  intend  to  ship  a  lot  of 
acacia — roses,  carnations. 

Since  we  have  entered  into  the  contract  picture,  we  are 
shipping  practically  85  per  cent,  or  over  85  per  cent,  of  our 
entire  volume  by  contract  carrier. 

Q.  What  were  you  shipping  by  air  before  that?  A.  It 
was  around  10  per  cent. 

•  •  •  •  • 

1693 

Samuel  G.  Dunlap,  in 
•  •  •  •  • 

Direct  Examination 
By  Mr.  Morris: 

Q.  What  is  your  name?  A.  Samuel  C.  Dunlap,  III. 

Q.  What  is  your  business  or  occupation?  A.  I  am  Ex¬ 
ecutive  Vice-President  of  Slick  Airways,  Inc. 

Q.  Are  you  also  operations  manager  for  the  company? 
A.  At  the  present  time,  I  am  acting  as  operations  manager. 

•  •  •  •  • 

1694 

•  ••ft 

By  Mr.  Morris : 

Q.  Do  you  have,  Mr.  Dunlap,  in  addition  to  your  testi¬ 
mony  as  embodied  in  the  exhibits,  any  further  comment 
you  wish  to  make  upon  the  application  of  Slick  Airways, 
Inc.  in  this  case?  A.  I  do. 

Q.  Will  you  please  make  it?  A.  As  a  Colonel  in  the 
Air  Corps  Reserve,  and  having  served  as  a  Colonel  in  the 
Air  Transport  Command  during  the  war,  I  would  like  to 
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bring  out  a  few  points  on  the  subject  of  the  value  of  the  in¬ 
dependent  air  freight  industry  to  the  nationl  defense  effort 
of  the  United  States. 

There  is  no  question  in  my  mind  but  that  a  well- 

1695  ordered  freight  industry  is  of  tremendous  value  to 
the  national  defense  in  the  part  it  might  play  in  any 

other  future  possible  national  emergency. 

The  development  of  this  industry’  will  make  available 
experienced  and  trained  administrative  personnel,  not  to 
mention  a  great  number  of  pilots,  mechanics,  and  others, 
more  directly  connected  with  the  operating  of  the  aircraft. 

It  also  keeps  a  great  number  of  persons  trained  for 
highly  specialized  jobs  for  use  in  any  national  emergency, 
without  the  necessity  of  the  taxpayer  footing  the  bill. 

The  civilian  end  of  the  aircraft  industry  can  greatly 
relieve  the  military  of  this  job. 

Another  thing  is  the  offering  to  manufacturers  of  a  new 
outlet  in  an  entirely  new  field  for  the  continued  develop¬ 
ment  and  manufacture  of  new  types  of  aircraft  suitable  for 
the  specialized  job  of  both  the  civilian  freight  industry  and 
the  military. 

Not  to  belittle  what  the  certificated  carriers  did  in  the 
last  war,  but  how  much  easier  and  quicker  and  at  how  much 
less  cost  it  could  have  been  done  if  we  had  had  a  larger  and 
more  specialized  industry. 

•  •  •  •  • 

1696 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Page : 

•  #  •  •  • 

1708  Q.  In  connection  with  the  last  paragraph  of  259, 
Colonel,  have  you  made  any  plans  or  have  you  be¬ 
gun  to  prepare  for  the  obtaining  of  an  air  carrier  certifi¬ 
cate? 
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Mr.  Morris :  I  think  that  has  already  been  answered  by 
Mr.  Slick. 

Mr.  Page :  Yes ;  I  thought,  Mr.  Morris,  that  Mr.  Slick  re¬ 
ferred  the  question  to  Mr.  Dunlap  for  more  detail.  That  is 
the  situation,  if  I  am  not  mistaken. 

Mr.  Morris :  I  have  no  objection,  then. 

Examiner  Cusick:  The  question  was  answered,  as  I  re¬ 
call,  by  Mr.  Slick,  in  cross  examination  by  Mr.  Beitel. 

By  Mr.  Page : 

Q.  The  obtaining  of  the  certificate,  the  operations  neces¬ 
sary,  will  be  under  your  direction,  Colonel?  A.  That  is 
correct. 

Q.  Do  you  regard  it  as  a  very  sizeable  undertaking,  in 
view  of  the  unlimited  routings  of  the  flexible  area  sched¬ 
uling?  A.  No,  I  do  not. 

Q.  Will  it  be  necessary  for  your  pilots  to  be  checked  over 
all  possible  routings  and  to  make  proving  runs?  Can  you 
short-cut  that?  A.  Under  the  current  Civil  Aeronautics 
regulations,  some  of  that  is  going  to  have  to  be  done. 
There  is  no  question  about  it.  But  we  haven’t  run  into  any 
difficulty  in  solving  any  of  our  problems  with  the  CAA  as 
of  this  time. 

We  look  forward  to  its  being  expedited. 

Q.  Very  good,  sir. 

In  looking  briefly  at  an  exhibit  which  Mr.  Skinner 
1709  will  sponsor,  I  noted  no  provision  for  ground  radio. 

Do  you  intend  to  operate  ground  radio? 

Examiner  Cusick:  What  exhibit? 

Mr.  Page:  Well,  Exhibit  316,  which  would  be  the  costs; 
I  do  not  find  it  there  sir.  I  merely  wanted  to  ask  the  colo¬ 
nel  if  ground  radio  is  proposed  to  be  used  in  his  flight 
procedures. 

The  Witness:  We  have  put  considerable  study  on  this 
subject.  In  our  opinion,  operating  in  the  air  freight  busi- 
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ness,  and  to  serve  the  freight  shipper  and  keep  your  rates 
low  enough,  and  looking  at  it  also  from  an  operational 
standpoint,  we  don’t  feel  that  the  cost  of  a  ground-to-air- 
craft  radio  hookup  is  necessary  to  protect  air  freight.  We 
do  agree  that  it  is  probably  necessary,  and  should  be,  in 
the  carrying  of  passengers.  But  from  our  experience  in 
the  operation  of  our  aircraft,  and  from  the  amount  of  ex¬ 
perience  I  have  had  in  the  war  in  the  operation  of  air¬ 
craft,  where  we  had  no  ground  facilities  specifically,  and 
didn’t,  in  the  United  States,  find  it  necessary,  I  would  say 
that  I  hope  to  be  able  to  operate  an  air  freight  business 
without  it. 

Q.  I  simply  wanted  to  clearly  understand  that  provision. 

Now,  will  you  please  turn  to  page  273,  sir? 

With  respect  to  the  space  control  and  reservation  system, 
I  don’t  feel  that  the  record  has  very  much  on  that  subject, 
Colonel,  and  I  would  like  to  ask  you  one  or  two  questions, 
if  I  may.  Where  is  space  control  centered;  San  Antonio? 
A.  At  the  present  time,  it  is  in  San  Antonio. 

Q.  Looking  at  your  next  to  last  paragraph  on  273,  you 
illustrate  there  with  the  case  of  a  shipper  at  Detroit 
1710  holding  freight  destined  for  Bakersfield,  California, 
“This  shipper  will  notify  the  Slick  Airways’  local 
representative  at  Detroit  of  his  intention  to  ship  #  • 
how  would  he  presumably  notify  him;  by  telephone?  A. 
You  mean  the  shipper  notify  our  representative  in  Detroit, 
or  Detroit  notify  San  Antonio? 

Q.  No,  sir,  I  was  just  looking  at  this  paragraph  and  try¬ 
ing,  in  as  brief  a  form  as  possible,  to  have  you  explain  for 
the  record  a  little  bit  more  as  to  how  vour  space  control 
and  your  priorities  will  work  in  detail.  A.  I  think  I  can 
explain  that  very  briefly. 

We  have  a  TWX  system,  and  all  of  our  sales  offices  and 
operational  offices  at  our  principal  stations  and  base  sta¬ 
tions  are  connected  by  teletype.  The  local  sales  agent 
communicates  with  his  own  sales  office,  who  makes  the 
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reservation  by  TWX  with  our  space  control  office  in  San 
Antonio. 

It  takes  approximately  15  minutes  to  be  consummating 
either  the  agreement  to  take  it  or  not  to  take  it.  It  is  a 
pretty  fast  operating  organization. 

We  gained  some  of  those  ideas  from  the  military  air 
transport  organization,  ATC  in  Cincinnati  during  the  war, 
where  they  operated  twx>  hundred  airplanes  with  three 
types  of  priorities.  I  think  we  learned  something  there. 

Q.  As  you  point  out  there,  the  shipper  notifies  the  local 
representative  at  Detroit  of  his  intention  to  ship,  and  that 
space  is  reserved  on  the  next  scheduled  airplane  stopping 
at  Detroit.  Then  you  say :  “If  all  space  on  this  plane  has 
been  sold,  space  control  will  then  route  through  Detroit  the 
next  airplane  with  available  space  which  is  destined 
1711  for  the  California  area  on  a  flexible  schedule.”  A. 
That  is  correct. 

Q.  Suppose  that  plane  on  the  area  flexible  schedule  is 
already  on  a  fixed  route,  but  Space  Control  notices  there 
is  some  space  aboard  for  this  particular  shipper :  How  do 
you  communicate  with  the  plane  without  the  ground  radio? 
A.  We  do  not. 

Q.  Then  there  would  be  one  deferred  flight,  presumably, 
for  that  Detroit  shipper?  A.  In  that  case,  the  crew  of 
that  aircraft,  prior  to  its  departure  from,  say,  the  eastern 
area,  would  have  to  be  informed  that  there  was  a  stop  to 
be  made  at  Detroit,  if  they  were  not  on  a  fixed  schedule. 

If  they  were  on  a  flexible  schedule,  they  would  have  to 
be  told.  But  I  don’t  anticipate  too  many  problems  of  that 
character. 

Q.  If  it  was  a  close  fit  on  space  control  and  there  w'ere 
two  shippers  instead  of  one  at  Detroit,  each  with  approxi¬ 
mately  five  hundred  pounds,  when  the  plane  operating  on 
flexible  schedule,  which  had  been  contacted  in  time  by 
TWX,  deviated  to  make  the  pickup,  as  you  point  out  there, 
and  you  could  only  get  aboard,  under  requirements,  nine 
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hundred  pounds:  Which  one  of  those  men  would  get  a 
priority!  A.  The  one  that  gave  us  his  freight  first. 

Q.  That  telephoned  in  to  the  local  agent  first?  A.  Yes. 
Q.  Have  you  undertaken  anything  such  as  a  fleet  prob¬ 
lem  or  a  sealed-order  type  of  proving  run,  to  see  whether 
various  combinations  of  priority  and  space  control 
1712  will  work;  in  terms  of  your  proposed  service?  A. 

Well,  w~e  haven’t  actually  performed  the  sealed  run, 
but  in  eight  months  of  actual  operation  w’e  have  closely 
approximated  this  same  area  concept  and  area  plan  of 
operation.  W’e  actually  operate  practically  that  same  way 
as  of  this  minute. 

•  •  •  *  •  • 

# 

1716 

•  •  #  •  • 

Cross  Examination 

By  Mr.  Gribbon: 

•  •  •  •  • 

1721 

•  •  •  •  • 

Q.  Do  you  presently  have  ground  facilities  and  personnel 
at  all  of  the  cities  which  you  have  selected  as  principal 
cities?  A.  Let  me  take  another  look  at  this. 

(Consults  exhibit) 

The  Witness :  In  Los  Angeles,  yes ;  actually  to  Burbank 
Airport,  to  be  exact.  At  San  Francisco,  at  Mills  Field. 
At  Dallas,  Love  Field.  At  San  Antonio,  at  the  Municipal 
Airport.  At  Houston,  at  the  Municipal  Airport.  At  Chi¬ 
cago,  at  the  Municipal  Airport.  At  Detroit,  Michigan,  at 
the  City  Airport,  Detroit  City  Airport. 

In  the  New  York  area,  they  are  at  the  Newark  Airport. 
In  fact,  we  have  52  people  at  the  Newark  Airport.  And  at 
the  City  of  Philadelphia,  at  the  Philadelphia  Municipal 
Airport 


1861 


Excerpts  from  Testimony  of  Samuel  C .  Dunlap ,  HI 

By  Mr.  Gribbon: 

Q.  Then  you  do  have  facilities  now  at  every  princi¬ 
pal  point  that  you  select?  A.  The  ones  which  I 

1722  have  named  there.  1  think  if  that  comes  out  to  a 
dozen,  that  is  it. 

Q.  Are  those  the  only  stations  at  which  you  have  ground 
facilities  and  station  personnel?  A.  That  is  correct. 

Q.  When  you  get  your  30-plane  operation  going,  at  how 
many  additional  demand  points  would  you  figure  you  would 
have  ground  personnel  and  station  facilities  ?  A.  Some  of 
the  demand  points  in  the  East,  in  the  industrial  East,  where 
you  are  going  to  have  a  year-around  operation,  with  maybe 
a  pickup  one  week  on  Tuesdays  and  Fridays  and  next 
week  on  Mondays  and  Wednesdays:  the  most  economical 
arrangement  to  handle  that  air  freight  will  naturally  have 
to  be  made. 

This  is  air  freight,  now,  and  we  have  got  to  keep  it 
down  on  the  low  cost  level. 

We  only  will  attempt  to  get  by  for  several  years,  or 
until  the  tonnage  builds  up  to  where  it  is  a  daily  proposi¬ 
tion,  before  we  put  on  full-time  people. 

Out  in  the  California  area  and  down  in  the  Texas  area 
and  agricultural  area,  I  think  we  will  have  a  more  or  less 
mobile  unit;  people,  and  maybe  a  few  spare  parts  and 
conveyor  belts  and  things,  that  we  carry  around  from  air¬ 
port  to  airport  and  area  to  area  by  truck,  in  order  to  prop¬ 
erly  service  the  commodities  during  the  peak  load,  you 
see. 

Now”,  as  to  the  actual  loading:  I  don’t  think  we  will 
have  to  worry  very  much  about  having  people  actually  on 
Slick’s  payroll  to  load  agricultural  products,  because 

1723  most  of  the  grocers  appear,  from  what  we  have 
found  from  actual  experience,  to  owm  trucks,  and 

they  have  the  help  and  actually  want  to  load  their  own 
cargo;  under  our  supervision,  naturally. 
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We  will  probably  supply  some  of  the  people,  and  they 
will  supply  most  of  them. 

Q.  And  at  the  present  time,  you  do  not  envisage  any 
additional  stations  besides  these  principal  points  on  the 
basis  of  your  30-plane  operation.  A.  Well,  I  don’t  have 
a  crystal  ball.  It  is  a  little  bit  hard  to  tell ;  any  more  than 
you  can  tell  when  you  first  open  up  a  passenger  station 
what  that  station  is  going  to  develop  in  a  year. 

You  may  think  so,  but  actually  you  adjust  your  personnel 
according  to  the  amount  of  traffic  that  you  handle. 
This  thing  has  to  be  worked  on  the  same  basis. 

Q.  And  you  have  no  cost  figures,  then,  as  to  what  the 
installation  of  such  an  additional  station  might  amount 
to?  A.  We  definitely  have  the  cost  figures.  We  have 
added  that  in  to  the  cost  of  handling  so  many  ton-miles  of 
freight;  whether  you  handle  it  at  the  Santa  Barbara  Air¬ 
port  or  the  El  Centro  Airport  or  the  Detroit  Airport  makes 
little  difference.  There  is  not  too  much  fluctuation  in  the 
cost  of  labor  across  the  United  States.  There  is  some 
fluctuation. 

Q.  Have  you  allowed  for  any  permanent  station  person¬ 
nel,  other  than  at  your  principal  points?  A.  Yes,  we  have. 

Q.  At  which  stations?  A.  I  can’t  tell  you.  We  have  al¬ 
lowed  so  much,  total,  in  our  allocation.  I  wouldn’t 
1724  say  whether  we  have  allocated  them  for  one  town 
or  another  town. 

Q.  Is  your  treasurer  the  man  to  speak  more  fully  about 
those  allocations?  A.  I  believe  he  can. 

Q.  At  the  present  time,  you  don’t  contemplate  perma¬ 
nent  facilities  at  additional  points?  A.  We  contemplate 
the  minimum  facilities  to  handle  air  freight  and  handle 
it  for  the  rates  that  it  takes  to  haul  air  freight. 

Q.  And  you  have  trucking  pickup  and  delivery  arrange¬ 
ments  now  at  all  of  your  principal  points?  A.  That  is 
correct. 

Q.  At  how  many  additional  points  do  you  have  trucking 
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contracts?  A.  Oh,  at  some  of  the  cities  which  we  happen 
to  be  serving  a  demand  point,  we  have  made  arrangements 
with  trucking  agencies  for  the  hauling  of  llowers  and  dif¬ 
ferent  commodities  which  we  take  into  those  so-called  de¬ 
mand  stops. 

Q.  And  with  approximately  how  many  additional  cities 
do  you  have  pickup  and  delivery  arrangements  now  ?  A. 
That  is  hard  for  me  to  answer  offhand. 

Mr.  Morris:  Mr.  Examiner,  it  has  been  brought  to  my 
attention  that  Mr.  Slick  was  asked  that  question,  and  read 
out  of  one  of  the  pages  of  the  exhibits  the  exact  figures. 

Examiner  Cusick:  It  is  in  the  exhibits? 

Mr.  Morris:  Yes,  sir. 

1725  Mr.  Gribbon:  Which  exhibit  is  that? 

Mr.  Morris:  — I  am  sorry.  He  read  from  a  paper 
that  was  handed  him,  the  names  of  the  cities. 

By  Mr.  Gribbon : 

Q.  With  how  many  airport  ground  service  organiza¬ 
tions  do  you  now  have  contracts?  A.  You  mean  for  load¬ 
ing  or  for  maintenance? 

Q.  In  the  way  that  you  use  them ;  1  believe  it  is  at  page 
260.  A.  Will  you  state  the  page  number  again,  please? 

Q.  I  am  looking  for  it.  I  believe  it  is  at  260.  It  is  that 
last  sentence :  Specialized  air  freight  ground  service  costs. 
A.  To  the  best  of  my  knowledge,  I  don’t  believe  that  we 
actually  have  a  contract  today  with  anyone.  We  have  had 
considerable  correspondence  with  such  people,  and  we  have 
received  a  considerable  number  of  estimates  of  what  it 
would  cost,  and  their  charges  for  doing  business,  and  so 
forth.  We  haven’t  actually  seen  fit  yet  to  enter  negotia¬ 
tions  directly  or  sign  a  contract. 

Q.  Are  there  a  considerable  number  of  such  companies? 
A.  They  are  growing  every  day. 

Q.  Are  they  located  primarily  in  the  large  cities,  the 
principal  points?  A.  So  far,  the  bulk  of  them  have  formed 
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at  such  points;  that  is  natural,  based  on  the  volume  of 
tonnage  going  in  and  out  of  those  places. 

Q.  But  you  would  make  use  of  them  principally  at  the 
smaller  points,  the  demand  points?  A.  That  is 

1726  right 

Q.  And  to  your  knowledge  there  are  no  such  com¬ 
panies  formed  yet  to  service  those  smaller  cities?  A.  There 
are  some  that  have  been  formed  in  the  California  area,  and 
I  believe  there  are  some  in  the  industrial  East.  They  are 
not  necessarily  all  in  the  larger  cities  either ;  a  lot  of  them 
are  in  smaller  cities.  There  are  a  lot  of  people  in  America 
today  that  are  attempting  to  do  something  about  air 
freight,  to  give  them  some  additional  volume  to  help  de¬ 
fray  the  expenses  of  their  present  overhead. 

Q.  Did  you  say  you  had  some  cost  estimates  from  some 
of  these  people?  A.  Yes,  we  have. 

Q.  I  wonder  if  it  would  be  possible  to  produce  some  of 
those  for  the  record?  A.  They  are  the  private  informa¬ 
tion  of  those  companies.  They  give  it  to  us  in  confidence. 
I  don’t  think  that  we  have  the  authority  to  disclose  it, 
actually. 

Q.  I  appreciate  that  you  might  not  want  to  do  it.  A. 
This  is  not  a  case  of  not  wanting  to  do  it.  It  is  the  case 
that  the  information  is  theirs.  They  have  quoted  us  a 
price,  and  they  may  not  see  fit  for  us  to  broadcast  that 
price,  so  to  speak.  There  is  one  out  at  Burbank,  one  in  St. 
Louis,  one  in  Cincinnati,  several  in  the  New’  York  area. 
Offhand,  those  are  the  ones  that  I  happen  to  be  person¬ 
ally  familar  with. 

Q.  In  estimating  your  costs,  did  Mr.  Skinner  take  any 
of  those  estimates  and  include  them?  A.  We  have  com¬ 
pared  their  costs  with  our  costs,  to  see  wdiether 

1727  we  were  out  of  line. 

Q.  I  see.  But  your  cost  estimates  don’t  include 
anything  for  such  a  contract  with  the  ground  service  or¬ 
ganization.  A.  They  do  include  that.  We  are  naturally 
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going  to  let  those  people  bid  against  our  own  organization, 
to  see  who  can  do  it  for  the  best  price,  along  with  the 
quality.  If  you  go  into  the  air  freight  business,  you  have 
to  include  all  the  problems  concerned.  You  can’t  exclude 
any  of  them. 

Q.  That  is  what  I  am  looking  for:  the  cost  of  this  ser¬ 
vice.  A.  That  definitely  figured  in  our  exhibits. 

Q.  Where,  in  your  exhibits? 

Mr.  Morris:  It  would  fall  more  particularly  in  Mr.  Skin¬ 
ner’s  field. 

Examiner  Cusick:  Will  you  reserve  the  question  for 
Mr.  Skinner,  Mr.  Gribbon? 

Mr.  Gribbon:  Yes,  sir. 

By  Mr.  Gribbon: 

Q.  Do  you  intend  to  spot  equipment  at  all  of  your  princi¬ 
pal  points?  A.  I  think  that  I  haven’t  seen  any  certificated 
carriers  do  that  yet,  and  I  don’t  believe  it  will  become  ne¬ 
cessary  in  the  air  freight  business. 

I  don’t  believe  it  would  be  economic,  to  tell  the  truth. 

Q.  Then,  to  handle  a  trainload  request  from  a  demand 
point  in  the  Chicago  area,  where  would  you  ferry  that 
plane  from?  From  your  maintenance  base?  A.  It 
1728  will  be  possibly  be  worked  out  on  a  basis  similar 
to  that  of  the  railroads.  You  call  the  railroads  and 
say  you  have  so  much  stuff  ready  for  tomorrow  and  you 
would  like  to  have  a  car  spotted  on  a  certain  siding.  We 
make  similar  arrangements,  and  accordingly,  at  a  certain 
hour  the  airplane  is  spotted  on  that  airport  and  cargo  is 
loaded  and  the  ship  is  gone. 

Q.  Would  you  ferry  a  plane  up  from  San  Antonio  to 
the  Chicago  area  to  pick  up  that  planeload  shipment,  for 
instance?  A.  I  don’t  think  that  would  be  very  economic 
in  our  business,  or  yours,  either  one.  The  economics  are 
going  to  determine  that. 
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Q.  At  the  present  time,  you  don’t  think  that  you  will 
spot  equipment  in  each  area?  A.  Not  to  where  it  becomes 
uneconomical,  where  it  affects  the  rates;  not  to  the  ex¬ 
tent  of  where  it  affects  the  cost  of  doing  business. 

Q.  Now,  my  understanding  is  that  originally  you  pro¬ 
pose  to  begin  operations  with  only  the  fixed  schedules 
that  you  have  set  out  in  your  exhibit  here.  A.  The  fixed, 
and  some  flexible  schedules. 

Q.  Well,  will  there  originally  be  some  flexible  schedules? 
A.  Some ;  that  is  correct. 

Q;.  I  thought  I  read  here  that  all  of  the  equipment 
would  be  devoted  to  those  fixed  schedules,  plus  a  couple 
of  spare —  A.  I  believe  if  you  read  the  exhibit  you 
will  see  where  we  expect  to  start  business  at  the  time 
we  receive  a  franchise  or  a  certificate;  we  expect 
1729  to  start  business  with  approximately  fifteen  air¬ 
craft,  ten  of  which  we  have  today. 

And  during  the  year  1947,  we  expect  to  increase  that 
up  to  as  high  as  30  C-46’s. 

Q.  With  15  planes —  A.  We  expect  to  use  15  airplanes 
up  to  the  approximately  ten  hours  a  day  fleet  average, 
to  give  the  maximum  service  with  those  aircraft,  at  an 
approximately  ten-hours-a-day  fleet  average. 

Q.  Do  you  think  you  will  be  able  to  give  more  service 
than  is  involved  in  these  fixed  schedules,  set  out  at  page 
263,  "with  your  15-plane  operation?  A.  Now,  if  you  will 
look  at  page  265,  35A,  that  is  a  tentative  schedule. 

You  see?  And  if  you  wall  look  over  on  several  other 
pages  beyond  that, — 

Q.  I  am  looking  at  page  272,  the  last  full  paragraph  on 
the  page.  A.  Which  paragraph? 

Q.  The  last  full  paragraph  on  page  272.  A.  All  right. 

Now’,  at  page  278,  we  give  a  frequency  of  fixed  schedules 
between  principal  points,  with  a  fleet  of  15  or  30  aircraft. 
And  then  on  page  282,  we  give  a  frequency  of  flexible 
schedules  between  areas  with  a  fleet  of  30  aircraft. 
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Q.  I  am  talking  about  the  15-plane  operation.  Isn’t 
that  confined  to  this  fixed  schedule;  which  I  understand 
to  be  tentative,  but  that  is  your  proposal  now,  isn’t  it  .* 
A.  We  expect  to  put  on  approximately  %  of  them 

1730  on  fixed  schedules  and  one-third,  or  something  of 
that  nature,  on  flexible  schedules  at  the  start. 

If  we  receive  a  franchise,  we  can’t  ignore  one  type  of 
customer.  We  have  to  serve  them  all. 

Q.  My  understanding  is  that  as  to  the  paragraph  on 
page  272,  your  fixed  schedule  is  going  to  require  all  of 
your  15  planes.  A.  It  will  not. 

Q.  How  many  of  them  do  you  think  you  will  have  in 
flexible  service?  A.  Probably  about  live  to  start  with; 
but  as  we  purchase  other  C-46’s,  we  will  add  them  to  the 
flexible  schedules  first. 

Q.  Initially  you  will  start  out  with  some  flexible  service  ? 
A.  That  is  correct. 

Q.  And  all  of  your  planes  won’t  be  used  in  your  fixed 
schedules,  as  is  set  forth  on  page  272?  A.  I  don’t  know 
whether  I  agree  with  your  statement  or  not. 

Q.  Well,  1  just  want  to  know  whether  I  am  straight  on 
it  now. 

Examiner  Cusick:  Well,  I  am  not  very  clear  on  it.  On 
that  last  full  paragraph,  Mr.  Dunlap,  on  page  272,  it 
states  ‘'Immediately  on  certification  fixed  schedules  will 
be  set  up  #  •  #  ”. 

Toward  the  last  line  of  this  paragraph,  it  says  “This 
schedule  will  require  approximately  11  airplanes,  leaving 
4  spares  with  the  initial  15-plane  fleet.” 

1731  As  I  read  that,  it  would  mean  that  all  your 
schedules  for  these  15  planes,  including  the  4  spares, 

would  be  operated  on  fixed  schedules. 

The  Witness:  Well,  based  on  our  present  experience, 
we  have  ten  aircraft  a  day,  and  we  have  one  in  maintenance 
every  day,  and  nine  flying  every  day. 
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And  out  of  15  aircraft,  if  I  put  11  of  them  in  the  fixed 
schedule,  I  will  possibly  have  one  and  one-half  aircraft 
per  day  tied  up  in  maintenance. 

That  will  leave  some  aircraft  to  use  in  flexible  schedules. 

Examiner  Cusick:  I  see.  A  part  of  these  four  spares 
will  be  used  in  the  flexible  schedule.  Is  that  clear? 

By  Mr.  Gribbon: 

Q.  They  are  not  spares  to  support  your  fixed  schedules? 
A.  Oh,  no. 

Q.  You  won’t  have  any  standby  equipment  to  support 
your  fixed  schedules  in  case  of  operational  difficulties? 
A.  1  will  divert  an  aircraft  off  of  a  flexible  schedule  in 
order  to  maintain  the  fixed  schedule  if  a  fixed  schedule 
aircraft  breaks  down. 

Q.  Then  initially,  you  will  have  flexible  schedules  to 
the  extent  that  the  four  spares  are  not  needed  to  back 
up  your  fixed  schedules?  A.  That  is  correct. 

Q.  What  load  factors  eastbound  do  you  contemplate  on 
your  fixed  schedules?  A.  We  are  figuring — not  to  deviate 
from  your  question,  but  we  are  figuring  on  an  overall 
load  factor  of  around  75  per  cent. 

Q.  I  appreciate  that.  A.  Now,  if  you  have  a  90 
1732  to  100  per  cent  load  factor  on  the  westbound  flights, 
you  can  easily  figure  out  how  much  you  would  have 
to  have  on  an  eastbound  flight. 

Q.  Is  that  the  basis  for  your  arriving  at  75  per  cent 
and  90  to  100  per  cent  on  your  westbound  flights?  A. 
Some  of  our  westbound  flights  are  averaging  as  high 
as  a  hundred  per  cent;  some  of  them  90  and  91  per  cent. 
But  I  say  the  westbound  load  factor  will  run  somewhere 
between  90  and  a  hundred  percent.  I  didn’t  say  a  hundred. 

Q.  Between  90  and  a  hundred?  A.  That  is  right;  in 
that  range. 

Q.  That  will  be  your  westbound  factor?  A.  That  is 
correct. 
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Q.  And  what  will  be  your  factor  to  Texas?  Is  that 
the  same  as  to  New  York?  A.  Approximately  the  same. 
It  has  actually  proven  out  that  way,  so  far. 

Q.  And  with  a  correspondingly  lower  load  factor  from 
Texas  to  New  York  than  from  the  west  coast  to  New 
York,  to  balance  out  to  75  per  cent?  A.  No  one  in  the 
world  can  guarantee  what  your  eastbound  load  factor 
is  going  to  be.  Sometimes  we  have  our  eastbound  load 
factors  from  the  west  coast  as  far  east  as  the  Chicago- 
Detroit  area  running  as  high  as  90  per  cent;  then  again 
on  certain  days  they  don’t  run  90  per  cent. 

If  you  are  shipping  agricultural  commodities,  your  load 
factor  is  going  to  be  pretty  heavy. 

If  you  happen  to  be  shipping  aircraft  parts,  your  load 
factors  are  pretty  heavy.  The  thing  that  we  are 
1733  endeavoring  to  do  and  have  surveyed  and  are 
working  on  is  more  diversification  on  eastbound  ship¬ 
ments.  We  are  going  to  try  to  diversify;  and  we  actually 
are  diversifying  between  manufactured  goods,  which  the 
industry  is  expanding  terrifically  in  Southern  California, 
and  the  agricultural  products  and  flowers  and  seafood. 
We  definitely  believe  between  the  four  different  types 
of  commodities  there  will  be  a  year-round  pretty  good 
load  factor;  possibly  better  than  we  have  even  figured  on 
or  anticipated.  In  fact,  it  is  up  to  us  to  make  it  better. 

Q.  How  about  your  flexible  schedules;  do  you  think 
there  would  be  any  difference  in  the  load  factors  on 
them  than  there  is  in  the  figured  schedules?  A.  I  don’t 
think  so.  Not  any  appreciable  difference. 

Q.  Approximately  the  same?  A.  It  is  within  our  power 
to  adjust  the  load  factor. 

Q.  How  is  that?  A.  From  the  matter  of  orders  that 
we  get  for  tonnage. 

Q.  You  mean  by  refusing  to  take  an  order  at  a  demand 
town,  you  don’t  need  to  operate  that  schedule?  A.  No, 
I  said  it  is  possible  for  us  to  adjust  our  load  factors. 
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All  the  aircraft  originate  at  the  same  principal  points, 
and  their  final  destination  or  principal  points.  So  in 
the  freight  business,  which  is  a  little  different  from  the 
passenger  business,  the  freight  will  wait  for  a  couple 
of  hours  till  you  get  a  full  load. 

You  can’t  hold  60  people  until  you  get  a  full  load, 
though. 

You  can  do  things  with  freight  that  are  not  quite 
feasible  with  human  beings.  It  is  possible  to  adjust 
1734  your  load  factor,  you  see ;  without  being  detrimental 
to  the  public,  either. 

Q.  You  will  not  refuse  to  take  an  order  from  a  demand 
city  in  the  east  merely  because  you  don’t  see  a  possibility 
of  return  shipment  from  the  west?  A.  If  we  are  granted 
a  franchise  as  a  common  carrier,  we  will  be  charged  with 
accepting  anything  that  will  fit  in  one  of  those  airplanes, 
within  reason,  according  to  our  rate  tariff  and  scale 
size,  and  so  forth. 

The  common  carrier  has  that  responsibility  to  the  public, 
as  I  understand  it. 

Q.  Within  the  limitation  that  shipments  under  a  thou¬ 
sand  pounds  at  a  given  city  will  not  require  your  service; 
you  don’t  need  to  answer  that —  A.  It  is  up  to  us  to 
see  why  we  can’t  build  that  up  to  an  aggregate  of  a 
thousand  pounds  and  pick  it  up. 

Q.  Do  you  anticipate  that  the  demands  of  this  one- 
thousand-pound  nature  from  cities  in  the  eastern  area 
will  approximate  such  demands  in  the  western  area?  A. 
The  best  answer  I  can  give  to  that  is  that  there  are 
going  to  be  a  great  many  more  smaller  industrial  cities 
in  the  east  which  need  service  and  want  service  of  a 
demand  nature,  when  and  if  they  are  ready  for  it — I 
mean  on  the  day  and  the  hour — than  in  the  west. 

The  tonnage  out  of  a  demand  point  in  California  will 
possibly  use  a  demand  point  like  El  Centro  or  Salinas 
for  maybe  30  or  60  days,  and  the  tonnage  during  that 
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time  will  be  tremendous.  But  I  think  that  tonnage  will 
be  offset  by  the  tonnage  from  numerous  small  industrial 
towns  in  the  East. 

Q.  And  you  think  that  they  will  balance  !  A. 

1735  Definitely. 

Q.  And  approximately  the  same  amount  of  ton¬ 
nage  will  be  moving  east  as  west!  A.  We  will  have  to 
do  it  that  way  in  order  to  have  a  well  balanced  business. 
The  business  is  there  if  you  get  out  and  organize  it, 
get  it,  serve  it,  do  a  good  job,  and  aggressively  pursue 
it.  It  is  not  there  for  the  taking.  You  have  to  aggressively 
go  after  it. 

Mr.  Gribbon:  1  am  not  trying  to  prolong  this.  I  don’t 
think  the  witness  is  very  responsive. 

Examiner  Cusick:  He  may  explain  his  answer. 

By  Mr.  Gribbon: 

Q.  Will  your  rates  be  based  on  a  Great  Circle  or 
airport-to-airport  mileage!  A.  Based  on  the  Great  Circle 
mileage. 

Q.  And  have  you  computed  how  much  ferrying  mileage 
you  will  have  to  have!  A.  We  have. 

Q.  How  does  that  work  out!  A.  I  wouldn’t  say  that  we 
have  computed  it.  We  actually  have  the  records.  This  is 
not  a  computation ;  this  is  actually  the  record  from  the  past 
eight  months  of  experience  that  we  have  to  go  on.  I  can 
read  some  of  those  for  you.  We  have  actually  figured  in 
5  per  cent  extra  mileage. 

Q.  5  per  cent  extra  mileage  overall.  A.  That  is  correct. 
And  our  operational  statistics  for  the  past  eight  months 
will  bear  us  out  in  that  figure. 

Q.  Does  that  5  per  cent  factor  apply  to  both  fixed 

1736  and  flexible  schedules!  A.  That  is  correct. 

Q.  You  don’t  think  there  will  be  any  difference  in 
the  amount  of  ferrying  you  will  have  to  do  for  flexible 
schedules!  A.  That  is  worked  out  on  a  basis  of  non- 
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revenue  route  miles,  and  on  the  basis  of  deadhead  mileage, 
from  actual  experience. 

Naturally,  in  the  flexible  service  there  will  be  a  possibil¬ 
ity  of  more  than  there  would  be  in  the  fixed  schedule.  In 
the  fixed  schedule  you  could  have  non-revenue  but  you 
would  have  deadhead. 

Q.  How  much  do  you  think  that  deadhead  is  going  to 
amount  to  in  this  flexible  operation?  Have  you  computed 
any  figures  on  that?  A.  I  haven’t  broken  it  down  sepa¬ 
rately,  but  our  figures  have  consistently  decreased  in  the 
eight  months  since  we  have  been  in  the  business. 

Q.  That  is  under  your  present  operation?  A.  That  is 
correct. 

Q.  Have  you  established  the  same  limitation  on  your 
service  to  these  demand  points?  That  is,  you  will  go  in  if 
they  have  a  thousand  pounds?  A.  That  is  correct. 

Q.  That  is  true  in  your  present  operations?  A.  That 
is  correct. 

Q.  If  there  is  any  shipper  in  a  city  which  wants  to  ship 
a  thousand  pounds,  you  will  make  the  trip  for  it?  A. 

1  That  is  correct.  In  fact,  we  go  into  some  cities  for 
1737  less  than  a  thousand  occasionally. 

Q.  Now',  what,  in  your  opinion,  will  be  the  maxi¬ 
mum  number  of  demand  points  served  on  any  given 
schedule;  say,  a  transcontinental  schedule?  A  flexible 
schedule?  A.  There  are  a  lot  of  determining  factors  there. 
One  is  the  speed  of  your  aircraft.  The  customer  likes  a 
truly  overnight  service,  and  it  is  up  to  the  carrier  to  come 
as  close  to  that  as  possible. 

If  you  take  one  flight  and  overburden  it  writh  too  many 
demand  stops,  you  are  detracting  from  your  service. 

Q.  Howt  many  do  you  now  have?  A.  1  would  say  ap¬ 
proximately  two;  tw'o  in  the  East,  and  maybe  one  or  two 
in  the  Midwest,  and  maybe  tw’o  for  delivery  purposes  in 
California;  and  a  sufficient  time  in  our  flexible  schedules 
to  allow  for  that. 
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Q.  So  you  would  have  two  principal  points  and  six  in¬ 
termediate  points?  Is  that  approximately  the  way  the 
schedules  would  go?  A.  The  aircraft  would  depart  from 
a  principal  point,  and  it  could  go  through  possibly  two 
demand  points  in  that  area.  Now,  if  that  aircraft  was 
loaded  then,  it  would  proceed  on  to  its  ultimate  destina¬ 
tion  in  another  area. 

If  it  was  not  loaded,  it  possibly  would  be  routed  through 
as  many  as  one  or  two  demand  points  in  the  second  area; 
say,  the  Midwest  area.  By  that  time,  we  should  have  the 
aircraft  completely  filled,  and  it  should  proceed  directly 
to  its  destination  in  the  California  area. 

Q.  But  you  feel  the  service  would  still  be  feasible  if  you 
would  begin  at  a  principal  point,  and  stop  at  inter- 
1738  mediate  points  in  each  of  three  areas,  and  then  go  to 
a  principal  point  in  the  area?  A.  That  is  correct. 

Q.  At  page  282,  you  have  set  out  a  proposed  frequency 
of  flexible  schedules.  As  I  count  them,  you  have  seven 
schedules  out  of  New  York  and  six  out  of  the  West  Coast. 
A.  That  is  correct. 

Q.  And  isn’t  this  schedule  pattern  feasible  only  on  the 
assumption  that  the  overall  traffic  moving  out  of  the  New 
York  area,  as  compared  with  that  moving  out  of  the  West 
Coast  area,  is  in  the  approximate  ratio  of  7  to  6?  A.  Well, 
it  is  actually  hard  to  give  you  a  positive  answer  on  that. 
We  may  find  out  that  these  proposed  schedules  in  this 
ratio  of  service  may  have  to  be  changed,  and  I  think  it  is 
in  the  public’s  interest  that  it  be  changed  if  it  is  found  to 
be  necessary. 

You  can’t  guarantee  that  thing. 

Q.  I  would  like  you  to  point  out — maybe  we  can  get  at 
it  this  way — just  how  you  will  be  able  to  meet  this  his¬ 
torical  unbalance  of  freight  by  your  flexible  schedules. 
It  would  seem  that  this  pattern  would  require  that  ap¬ 
proximately  the  same  amount  of  traffic  would  be  coming 
eastbound  as  goes  westbound?  A.  That  is  correct.  If  you 
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will  visualize  with  me  a  few  seconds:  The  aircraft  will  go 
into  California  from  the  East;  whether  it  is  from  the  Mid¬ 
west  or  the  Eastern  area,  it  makes  no  difference. 

The  fixed  schedules  will  go  directly  to  the  principal 
points  and  will  return  directly  out  of  the  principal 

1739  points. 

The  flexible  schedules  will  go  directly  into  the 
California  area  through  demand  points;  or  possibly  di¬ 
rect,  depending  on  the  destination  of  the  cargo  in  the  air¬ 
craft. 

And  all  of  those  flexible  schedules  will  then  be  routed 
out  of  the  principal  points  into  whatever  demand  point  is 
in  demand  at  that  time  to  secure  cargo  to  go  eastbound. 

Now,  out  in  the  California  area,  let  us  take  up  the  service 
into  demand  points:  There  are  going  to  be  some  cities 
of  more  or  less  the  same  nature  as  the  industrial  small 
towns  in  the  east,  but  the  bulk  of  the  demand  points  in 
California  are  going  to  develop  a  tremendous  tonnage,  al¬ 
though  it  will  be  seasonal. 

Q.  But  historically,  the  balance  of  the  traffic  has  been 
in  the  westbound  direction?  A.  It  has  been;  until  we  get 
in  and  get  people  like  Ralph  Myers  and  a  lot  of  people 
interested  in  air  transportation,  and  they  energetically  get 
out  and  market  it  in  the  markets  in  the  East. 

Then  it  begins  to  move.  The  thing  that  needles  these 
people  into  aggressive  pursuit  of  air  freight  is  the  fact 
that  by  the  use  of  air  freight  they  have  a  flexibility  of 
markets,  and  they  can  tap  a  market  while  a  price  is  high, 
overnight;  where  if  it  is  started  by  surface  needs,  in  12 
or  14  days  the  market  goes  down. 

Q.  You  will  have  to  provide  enough  schedules  west¬ 
bound  to  meet  the  demand  of  these  cities  in  the  Eastern 
area  that  have  historically  sent  a  lot  of  traffic  to  the  West. 

Your  westbound  schedules  will  be  based  on  their  de¬ 
mand.  A.  To  the  same  degree  that  a  passenger 

1740  carrier  supplies  equipment  to  serve  New  York,  for 
instance.  There  are  several  carriers  in  there.  We 
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won’t  be  the  sole  carrier  trying  to  serve  all  these  cities  in 
the  United  States  that  we  have  applied  to  serve. 

Q.  Well,  is  this  unbalance  any  more  pronounced  in  your 
freight  business  than  in  the  passenger  business?  A.  Well, 
actually  it  has  been  several  years  since  I  was  in  the  pas¬ 
senger  business,  and  the  part  I  was  in  was  the  flying  part 
of  it,  and  I  don’t  feel  1  am  qualified  to  give  you  an  answer 
as  to  the  balance. 

Usually,  as  a  rule,  if  you  haul  so  many  people,  some¬ 
where,  they  are  obliged  to  come  back.  Freight  is  not  ne¬ 
cessarily  that  way. 

Q.  Then  there  is  more  unbalance  in  the  freight  business 
than  in  the  passenger  business  ?  A.  There  is  an  unbal¬ 
anced  condition,  but  you  can  overcome  it. 

Q.  Would  it  be  feasible  to  limit  your  schedules  out  of 
the  East  to  approximately  what  you  thought  you  could 
haul  from  the  West,  bound  for  the  East?  A.  That  might 
be  possible  right  at  this  moment,  but  1  think  we  will  all 
live  to  see  the  day  when  the  limiting  factor  will  be  the 
matter  of  eastbound  tonnage. 

Eight  now,  it  is  one  direction,  and  1  think  maybe  in  five 
or  ten  years  it  will  be  just  the  opposite  direction. 

Q.  What  operating  factor  have  you  provided  for  under 
fixed  schedules?  Is  that  a  five  per  cent  figure?  A.  You 
will  have  to  let  me  think  a  second.  Can  we  go  off  the 
1741  record? 

Examiner  Kadcliffe:  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Radcliffe:  On  the  record. 

The  Witness:  In  answer  to  that  question,  the  per¬ 
centage  of  flights  completed  would  approximate  95  or  96 
per  cent. 
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Cross  Examination 
By  Mr.  Peyser: 

Q.  Colonel  Dunlap,  do  you  pay  landing  fees  at  any  of 
the  airports  that  you  enter?  A.  We  certainly  do. 

Q.  Will  you  refer  to  your  Exhibit  30D,  230?  Could  you 
tell  us  the  amount  of  the  landing  fees  at  the  various  air¬ 
ports  shown?  A.  Could  1  tell  you? 

Q.  Yes.  A.  1  have  records  shoving  the  landing  fees 
which  we  pay  at  the  airports  at  which  we  now  operate.  I 
couldn’t  give  you  the  landing  fee  on  each  one  of  these 
cities. 

Q.  You  said  these  are  the  airports  entered  by  your 
planes?  A.  That  is  correct. 

Q.  You  have  operated  at  those  points.  A.  We  have. 
In  both  the  operation  of  picking  up  and  that  of  delivering 
freight,  plus  experimental  flights,  so  to  speak,  we  have 
been  in  and  out  of  every  one  of  these  airports  with  Slick 
Airways  aircraft. 

I  wouldn’t  say  that  we  had  paid  landing  fees  at  all 
1742  of  them. 

Q.  Could  you  furnish  for  the  record  information 
as  to  the  landing  fees  at  each  one  of  these  airports;  the 
amount  thereof? 

Mr.  Morris:  Mr.  Examiner,  I  don’t  see  the  materiality 
of  that.  I  take  it  it  is  a  figure  that  is  pretty  well  known 
to  the  industry  generally.  I  don’t  have  the  slightest  ob¬ 
jection  to  doing  it,  except  that  it  is  a  clerical  job  that  I 
don’t  think  will  help  the  record. 

Mr.  Peyser:  It  is  an  element  of  costs  involved. 

Examiner  Radcliffe:  You  recognize  that  they  do  not 
in  their  proposal  say  they  are  going  to  each  of  these  air¬ 
ports,  don’t  you?  What  value  would  it  be,  then? 

Mr.  Peyser:  Well,  as  to  any  airports  in  which  they  in¬ 
tend  to  operate  in  the  future,  as  demand  points  or  prin¬ 
cipal  points,  I  am  eliminating  those,  if  you  are  not  going 
to  go  into  the  future. 
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Examiner  Radcliffe:  Do  you  still  want  to  resist  fur¬ 
nishing  that  information? 

Mr.  Morris:  I  think  we  will,  yes. 

Examiner  Radcliffe:  1  will  not  demand  it  if  they  will 
not  furnish  it  voluntarily. 

Mr.  Peyser:  Please  note  an  exception. 

The  Witness:  Would  it  be  possible,  Mr.  Examiner,  for 
me  to  clarify  this  subject  slightly,  this  matter  of  the  air¬ 
port  landing  fee? 

Examiner  Radcliffe:  Consider  it  closed  unless  he  asks 
further  questions. 

By  Mr.  Peyser: 

Q.  Colonel  Dunlap,  will  you  look  at  page  235, 
1743  SA-31  ? 

You  refer  to  the  facilities  at  Newark  and  San 
Francisco  as  typical  station  facilities.  Now^,  as  a  matter 
of  fact,  those  are  tw^o  of  the  largest  stations  that  you  have, 
aren’t  they?  A.  That  is  correct. 

Q.  Have  you  shown  in  this  exhibit  your  facilities  at  all 
of  your  stations?  A.  We  have  not.  Some  of  our  facilities 
have  increased  tremendously — for  instance,  at  Los  Angeles 
— since  this  wras  published.  In  fact,  since  this  was  pub¬ 
lished  we  have  released  a  hangar  at  Burbank. 

Q.  Would  you  be  willing  to  supply  information  as  to 
your  facilities  at  each  station,  each  of  your  principal  sta¬ 
tions?  A.  I  believe  we  would. 

Examiner  Radcliffe:  Are  you  requesting  that  that  be 
furnished  as  a  supplemental  exhibit,  Mr.  Peyser? 

Mr.  Peyser:  Yes,  sir,  I  am. 

Examiner  Radcliffe:  Mr.  Morris,  can  that  be  furnished 
as  a  supplemental  exhibit  within  ten  days  after  the  close 
of  the  hearing? 

Mr.  Morris:  May  we  go  off  the  record? 

Examiner  Radcliffe:  Off  the  record. 
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(Discussion  off  the  record) 

Examiner  Radcliffe:  On  the  record. 

Mr.  Morris:  Go  ahead  and  take  it  principal  station  by 
principal  station. 

The  Witness:  At  San  Francisco,  we  have  leased  prop¬ 
erty  from  the  City  of  San  Francisco  at  Mills  Field. 

1744  We  have  erected  two  steel  buildings,  two  portable 
steel  buildings,  one  in  the  form  of  an  office,  and  one  in  the 
form  of  a  freight  warehouse. 

Those  buildings  are  approximately  20  by  50.  And  that 
comprises  the  physical  facilities  presently  at  the  San 
Francisco  Airport.  At  Burbank,  we  have  leased  197  by 
191  steel  hangar  from  the  Lockheed  Aircraft  Corporation 
and  have  moved  part  of  our  maintenance,  the  aircraft  air¬ 
frame  maintenance,  into  that  hangar;  and  in  that  hangar 
we  contemplate  having  sufficient  warehouse  storage  facili¬ 
ties  to  handle  the  cargo  in  and  out  of  the  Los  Angeles  area. 

At  Chicago,  the  facilities  are  a  little  more  cramped,  as 
everyone  in  the  aviation  industry  understands.  Wd  have 
an  office  and  a  tool  room  and  parts  room  leased  from  Mon¬ 
arch  Air  Service,  the  Shell  dealer  at  the  Chicago  Municipal 
Airport. 

And  we  are  aggressively  trying  to  get  further  facilities 
at  the  Chicago  Municipal  Airport. 

At  Newark,  New  Jersey,  we  have  an  acreage  of  1.77 
acres  leased  from  the  city  of  Newark  and  a  20  by  100 
building  erected  on  same.  And  we  have  been  aggressively 
trying  to  add  further  to  the  actual  freight  warehouse 
facilities  at  our  Newark  station. 

And  at  San  Antonio,  we  have  the  Army  side,  the  so- 
called  Alamo  Field  side,  of  the  Municipal  Airport  leased 
from  the  City  of  San  Antonio. 

At  the  city  of  Detroit,  we  have  an  office  and  some  space 
for  storing  cargo  in  the  largest  hangar  at  the  Detroit 

1745  city  airport. 

At  the  City  of  Dallas,  for  instance,  we  have  a  20 
by  100  building  which  we  have  leased  from  the  City  of 
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Dallas,  which  we  use  for  an  office  and  a  freight  warehouse. 

At  Houston,  Texas,  we  have  an  office  in  what  used  to 
be  the  old  National  Guard  hangar,  with  the  privilege  of 
storing  freight  in  it. 

I  will  say  this  about  the  air  freight  business :  The  object 
is  to  get  the  cargo  on  down  the  road,  and  not  store  it  too 
long. 

Mr.  Morris:  How  about  Philadelphia? 

The  Witness:  Personally,  I  am  not  acquainted  with  the 
Philadelphia  facilities.  We  do  have  facilities  on  the  Phila¬ 
delphia  Municipal  Airport,  but  1  personally  have  not  been 
there  since  we  leased  them. 

By  Mr.  Peyser: 

Q.  Does  that  complete  the  list  of  the  various  facilities? 
A.  Approximately  so. 

Q.  Is  it  a  fact  that  most  of  the  facilities  which  you  own 
are  those  at  Newark  and  San  Francisco,  shown  in  vour 
exhibit  here?  A.  As  to  the  buildings  that  we  own,  that 
is  correct.  We  have  leases  for  the  others. 

Q.  Colonel  Dunlap,  will  you  refer  to  page  264  for  a 
moment?  At  the  top  of  the  page,  you  refer  to  the  nature 
of  your  rate  and  allowance  to  shippers  for  loading  and  un¬ 
loading.  Now,  do  I  understand  that  the  rate  that  you  will 
publish  will  include  the  full  services  of  loading  and  un¬ 
loading  at  every  point?  A.  It  is  hard  for  me  to 
1746  give  you  a  concrete  answer,  but  I  presume  the  rates 
which  the  Civil  Aeronautics  Board  will  see  fit  to 
approve — and  this  purely  presumption  on  my  part — will 
be  airport-to-airport,  with  pickup  and  delivery  charges 
added  in  an  additional  part  of  the  tariff. 

Now,  this  freight  can’t  be  handled  under  exactly  the 
same  conception  of  air  express,  for  instance.  It  is  of  little 
different  nature,  and  the  handling  is  somewhat  different. 

Q.  Perhaps  I  can  explain  it  to  you  a  little  bit  better  by 
looking  at  other  transportation  agencies.  A.  Yes,  sir. 
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Q.  New  Orleans,  for  instance,  carload  freight  is  loaded 
by  the  shipper. 

Now,  less  than  carload  freight  for  instance  is  loaded  by 
the  carrier.  The  tariffs  in  each  case  show  who  is  respon¬ 
sible  for  the  loading  and  unloading.  So  the  only  question 
that  1  am  asking  you:  Are  you  as  a  carrier  going  to  take 
full  responsibility  for  the  loading  and  unloading  in  each 
case  ?  A.  Definitely. 

Q.  And  in  every  instance  in  which  the  shipper  loads  or 
unloads,  you  are  going  to  pay  him  an  allowance  for  doing 
so.  A.  That  is  rather  a  debatable  issue.  I  imagine  we 
will  submit  a  tariff  to  the  Civil  Aeronautics  Board  for 
approval.  Those  are  the  people  that  are  going  to  have  more 
to  do  with  what  we  do  and  what  we  don’t  do  than  maybe 
we  are. 

Q.  Isn’t  that  what  you  say  in  Item  4 :  that  you  are 
1747  going  to  make  allowance  to  the  shippers?  A.  That 
is  correct. 

Q.  So  that  in  each  instance  you  will  make  such  an  allow’- 
ance  if  the  shipper  loads  and  unloads?  A.  That  is  cor¬ 
rect. 

Q.  Have  you  taken  account  of  that  allowance  in  your 
costs?  A.  We  have. 

Q.  Have  you  any  idea  how  much  you  allowed  for  that? 
A.  I  can’t  say  how  much  we  allowed,  but  I  will  say  that 
that  is  purely  a  case  of  swapping  dollars,  so  to  speak. 
We  don’t  expect  to  make  a  profit  off  the  loading  or  un¬ 
loading.  So  whether  we  do  it  or  whether  the  shipper  does 
it,  it  can  be  worked  out 

Q.  Well,  if  you  were  going  to  make  an  allowance,  you 
will  have  to  publish  that  in  your  tariff  ?  A.  Oh,  definitely. 

Q.  Well,  how  much  of  it  are  you  going  to  publish?  A. 
I  don’t  think  we  have  put  that  down  in  writing. 

I  would  like  to  add  to  my  answer  that  it  can  be  found  on 
page  267,  Exhibit  SA-35C,  at  the  bottom  of  the  page. 

Q.  And  you  will  pay  a  dollar  per  hundred  pounds  for 
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the  loading  and  unloading;  is  that  correct?  A.  That  is 
our  proposed  rate  for  that  service.  I  imagine  whether  any 
carrier  can  stick  to  that  or  not  is  going  to  be  determined 
by  the  classification  of  the  freight  you  are  hauling. 

You  might  say  that  that  might  be  changed  if  it 

1748  was  heavy  machinery.  It  might  be  less  than  that  if 
it  is  agricultural  products.  It  depends  on  the  care 

with  which  it  has  to  be  loaded,  and  so  forth. 

Q.  Now,  I  understand  your  tariff  is  to  give  the  shipper 
or  the  receiver  of  the  merchandise  the  option  as  to  whether 
he  will  load  or  unload;  is  that  correct?  A.  The  object 
is  to  do  that;  yes,  sir.  But  I  don’t  believe  that  many 
shippers,  so  many  as  we  might  think,  would  actually  want 
to  load  and  unload  their  own  cargo.  I  can  conceive  of  a 
tremendous  number  who  will  want  to  haul  it  back  and 
forth  to  the  airport.  The  agricultural  shipper  and  maybe 
the  flower  shipper  are  going  to  be  the  ones  who  prefer  to 
load  their  cargo.  That  has  been  our  experience  so  far. 

Q.  Well,  when  a  shipment  is  coining  in  to  a  demand 
point,  do  you  expect  to  have  ready  and  available  there 
persons  to  unload  the  shipment  that  is  coming  in?  A.  If 
we  are  going  to  serve  a  demand  point,  we  are  going  to 
have  to  have  someone  as  agent,  or  our  representative  in 
one  form  or  another,  who  is  told  that  there  is  a  shipment 
that  will  stop  there,  in  time  for  him  to  make  arrangements ; 
and  we  will  have  prior  arrangements  and  knowT  what  is 
available  on  that  airport,  and  in  that  city,  to  unload  large 
cargo  and  smaller  cargo. 

Q.  Now,  I  am  assuming  that  the  demand  point  is  a 
relatively  small  point.  A.  That  is  correct. 

Q.  Well,  your  agent  there  will  have  to  obtain  laborers  or 
some  persons  to  unload  the  plane  when  it  comes  in; 

1749  is  that  right?  A.  Our  agent  will  possibly  be  in 
such  a  business  that  he  will  have  those  people  work¬ 
ing  for  him  as  a  normal  proposition,  and  he  will  simply 
divert  them  to  this  job  for  the  length  of  time  which  it 
desires. 
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Q.  Isn’t  that  rather  speculative;  rather  uncertain  at  the 
present  time,  as  to  just  what  is  to  be  done?  A.  The  truck¬ 
ing  industry  are  very  anxious  to  haul  cargo  back  and  forth 
to  the  airport  from  the  cities,  and  they  are  very  anxious  to 
use  their  labor  to  help  us  load  and  unload  aircraft. 

We  found  that  to  be  true.  All  the  people  in  surface 
transportation  in  the  trucking  business  are  interested  in 
air  freight.  It  is  just  something  additional  that  they  get  to 
haul. 

Q.  Now,  Colonel  Dunlap,  when  you  have  a  shipment  to 
a  demand  point,  what  method  of  communicate  have  you 
devised  to  get  in  touch  with  whatever  person  you  ^;We  at 
that  demand  point,  to  make  the  arrangement  St>r  handling 
the  shipment?  A.  Until  the  business  deve7/  ps  to  the  point 
where  it  is  worth  while  to  put  in  fixed  fa  .-dies,  we  expect 
to  use  Western  Union  and  telephone  t  our  closest  prin¬ 
cipal  point  or  closest  demand  point  whore  we  have  perma¬ 
nent  personnel  with  a  TWX  system. 

It  would  be  economically  unsound  to  try  to  hook  up  all 
the  possible  demand  points  in  our  areas  by  any  fixed  com¬ 
munication  system,  and  have  the  a;-*  freight  pay  for  the 
i  overhead  on  such  a  system,  when  there  are  facilities 
1750  available  in  America,  for  smail  cost,  to  use. 

Q.  Have  you  made  any  estimate  of  how  many 
telephone  communications  you  will  have  to  make?  A.  We 
have. 

Q.  Have  you  made  a  full  allowance  for  the  cost  of  that? 
A.  We  have. 

Q.  How  much  commission  will  you  pay  the  agent  at  the 
demand  point?  A.  I  would  rather  have  Mr.  Skinner  an¬ 
swer  that  oner  if  possible. 

Q.  These  agents,  as  I  understand  it,  are  to  be  people 
in  part-time  employment;  is  that  right?  A.  Not  neces¬ 
sarily.  They  possibly  won't  be  all  of  the  same  type.  The 
same  type  of  agreement  probably  won’t  be  made  at  every 
station. 
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Maybe  at  one  town  we  will  have  a  fixed  base  operator  as 
an  agent.  Maybe  at  another  town  we  will  have  a  ware¬ 
house  and  transfer  company  as  an  agent. 

And  maybe  at  another  city,  where  there  is  more  business, 
we  will  have  some  different  type  of  businessman  as  an 
agent. 

Q.  Will  it  not  be  necessary  for  you  to  have  someone  who 
is  definitely  responsible  and  available  at  practically  all 
times?  A.  The  type  of  person  that  we  pick  out  will  have 
an  office  and  a  telephone  and  somebody  to  answer  the 
telephone,  and  somebody  that  is  capable  of  giving  the  rates 
and  handling  the  traffic. 

Q.  And  sitting  there  ready  when  the  call  comes? 
1751  A.  That  is  correct.  How  extensive  it  becomes  is 
going  to  be  determined  by  the  amount  of  traffic  in 
and  out  of  that  station. 

Q.  Have  you  any  idea  how  much  notice  you  will  be  able 
to  give  him  when  the  shipment  is  coming  in? 

Mr.  Morris :  Mr.  Examiner,  a  good  many  of  these  ques¬ 
tions  are  absolutely  repetitious  of  what  was  given  by  Mr. 
Slick,  who  outlined  the  policy  of  the  company  and  the  ex¬ 
pectation  on  these  items. 

I  would  like  to  object  to  covering  the  same  ground  with 
this  witness  unnecessarily  on  small  matters  of  that  kind. 
I  know  he  is  Operations  Manager,  but  the  same  identical 
questions  were  answered  by  Mr.  Slick,  who  gave  the  com¬ 
pany  position  on  them. 

I  object  to  this  type  of  question. 

Mr.  Peyser:  I  asked  Mr.  Slick  the  question  about  com¬ 
munication,  and  he  referred  it  to  Mr.  Dunlap. 

Examiner  Radcliffe:  I  will  overrule  the  objection.  You 
may  answer  the  question. 

The  Witness:  With  the  flexible  schedule,  and  with  the 
speed  of  the  aircraft  today,  there  is  no  question  in  my 
mind  but  what  we  will  be  able  to  give  the  shipper  or  the 
person  who  is  going  to  receive  the  shipment,  who  is  di- 
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rectly  interested  in  the  time  of  arrival,  the  correct  time  of 
arrival  within  a  couple  of  hours. 

At  present  time,  he  is  not  getting  any  service. 

By  Mr.  Peyser: 

Qj  But  how  much  time  before  the  actual  arrival  will  the 
agent  know  about  that?  A.  As  to  which  ship — ? — ' 
1752  Q.  That  a  ship  is  coming  in,  bringing  a  load,  and 
that  he  will  have  to  make  arrangements  for  un¬ 
loading,  notify  the  shipper  and  make  arrangements  for  un¬ 
loading.  A.  That  will  depend  upon  the  actual  flight  time, 
you  might  say,  more  or  less,  between  the  departure  of  that 
aircraft  from  a  principal  point  to  that  demand  point. 

If  the  time  of  flight  is  three  hours,  we  will  possibly  give 
him  two  hours  and  a  half  notice.  If  the  time  of  flight  is 
30  minutes,  we  will  try  to  anticipate  it  by  several  hours  to 
give  it  sufficient  time  to  transact  his  business. 

I  will  say  we  will  give  him  the  most  reasonable  warning 
possible. 

Q.  In  the  last  full  paragraph  on  page  264,  you  say  the 
arrangement  for  allowance  benefits  will  eliminate  the 
necessity  for  loading  crews  at  certain  demand  stations. 

So  long  as  the  shipper  has  an  option  to  determine 
whether  the  shipper  will  unload  or  will  require  the  carrier 
to  unload,  that  will  not  be  true,  will  it? 

The  Witness:  May  I  have  the  question  read,  please? 

Examiner  Cusick:  Read  the  question. 

(Reporter  reads  question) 

The  Witness:  May  I  say  something  off  the  record? 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Cusick:  On  the  record. 
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By  Mr.  Peyser: 

Q.  The  carrier  will  always  be  faced  with  the  necessity 
of  having  a  loading  crew  at  the  station,  at  the  de- 
1753  mand  station,  unless  the  shipper  has  indicated  that 
he  is  going  to  exercise  his  option  of  unloading;  is 
that  not  correct?  A.  That  is  correct. 

We  will  have  made  the  arrangements  and  have  people 
available.  We  will  not  have  them  on  the  full-time  payroll, 
but  we  will  have  people  available  on  the  contractual  basis, 
so  to  speak,  so  that  we  can  depend  on  them  being  there: 
something  whereby  wre  will  have  people  signed  up  on  a 
service,  so  that  we  can  depend  on  that  service,  whether  it 
is  called  for  at  1  o’clock  at  night  or  1  o’clock  in  the  daytime. 

•  •  •  •  • 

1757 

•  •  •  •  • 

Q.  You  stated,  a  little  while  back,  that  you  are  now  oper¬ 
ating  flexible  schedules  in  practically  the  same  way  as 
proposed  in  this  proceeding;  is  that  correct?  A.  The 
same  routes  and  the  same  general  directions.  Those  so- 
called  schedules  are  from  an  operational  standpoint,  and 
they  are  performed  to  serve  the  contract  customer.  If  he 
wants  two  trips  a  day,  we  have  to  give  him  two  trips  a 
day. 

Q.  We  have  had  a  great  deal  of  discussion  here  as  to 
what  happened  in  connection  with  the  flexible  schedule. 
Could  you  furnish  for  the  record  just  two  or  three  illustra¬ 
tions  of  the  actual  operation  of  those  flexible  sched- 

1758  ules,  showing  the  revenue,  the  actual  mileage 
traveled,  and  the  short  mileage  between  those 

points?  A.  I  think  anybody  could  measure  the  distance 
and  the  mileage  traveled,  but  anybody  that  would  give  you 
a  concrete  forecast  of  the  revenue  is  gazing  into  a  crystal 
ball,  so  to  speak. 

Operationally,  it  is  a  simple  problem,  but  when  you  talk 
about  how  much  revenue,  whether  you  want  to  pick  up  two 
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thousand  or  one  thousand  or  four  thousand,  that  is  some¬ 
thing  else. 

Q.  It  may  be  very  important  to  know  how  much  revenue 
on  this  schedule  in  relation  to  the  mileage  traveled.  A. 
I  would  like  to  clarify  this  area  system  a  little  further 
in  this  respect:  Let  us  take,  for  example,  an  aircraft 
leaving  any  principal  point  enroute  to  two  demand  points. 

Let  us  say  he  was  going  to  pick  up  a  thousand  pounds 
of  cargo  at  each  of  two  demand  points.  And  the  aircraft 
is  a  twelve-thousand  pound  capacity  payload  aircraft — 
or  say,  for  simple  figuring,  ten  thousand. 

Well,  at  the  principal  point  I  can  fill  that  aircraft  to 
eight  thousand  pounds,  prior  to  departure  from  the  princi¬ 
pal  point. 

And  it  stops  at  a  demand  point.  I  have  an  SO  per  cent 
load  factor  from  the  principal  point  to  the  first  demand 
point,  at  which  I  pick  up  another  thousand  pounds  and  fly 
to  the  second  demand  point. 

Well,  I  have  got  a  90  per  cent  load  factor  right  there. 
That  is  theoretical,  you  see.  It  is  actually  feasible. 
1759  The  flow  of  this  traffic,  giving  both  fixed  and  flexible 
schedules  is  such  that  you  can  do  a  lot  of  manipula¬ 
tion  in  changing  your  load  factors. 

You  also  have  a  great  possibility  of  so  manipulating 
it  that  you  can  buy  gasoline  at  the  places  where  gasoline 
costs  the  least;  where  if  you  tie  it  down  to  a  fixed  route, 
point-to-point,  you  serve  those  people,  you  pay  the  gas 
taxes  that  that  state  required,  and  you  do  all  the  other 
things  that  that  fixed  system  requires. 

Now,  this  is  a  flexible,  open  system  designed  to  service 
freight. 

Q.  Well,  Colonel  Dunlap,  sometimes  the  theoretical  and 
the  practical  do  not  coincide.  A.  We  are  actually  doing 
this  kind  of  thing  now,  and  it  is  working  out.  Once  upon 
a  time  it  was  a  theory.  Then  it  became  a  plan.  And  now 
it  is  not  a  plan  any  longer  it  is  actually  a  system. 
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Q.  Could  you  give  a  few  illustrations  if  you  are  doing 
that  now,  as  to  the  way  you  handle  your  flexible  schedules  ? 

Mr.  Morris:  If  the  Examiners  please,  I  think  this  has 
been  gone  over  time  after  time,  and  1  don’t  believe  it  can  be 
explained  any  more  fully  than  it  has  been.  We  are  willing 
to  rest  our  case  upon  the  explanation  that  has  been  made, 
and  I  don’t  believe  any  more  can  be  made  that  will  clarify 
it  or  make  it  any  clearer. 

So  I  would  object  to  any  further  attempt  to  spell  out 
the  thing.  I  believe  it  has  been  done  as  well  as  we  can 
do  it. 

Examiner  Radcliffe:  We  will  not  require  that  that 

1760  information  be  furnished.  You  can  ask  more  ques¬ 
tions,  if  you  feel  you  do  not  have  a  clear  concept 

of  the  proposed  operation. 

Mr.  Peyser:  I  just  want  to  know  how  it  operates  in 
practice;  that  is  all. 

#  •  •  •  • 

1761 

•  •  *  •  • 

Cross  Examination 

By  Mr.  Vemer: 

«  •  #  •  • 

1763 

•  •  •  •  • 

Q.  Will  you  refer,  Mr.  Dunlap,  to  page  223?  Under 
the  paragraph  headed  “Flying  Procedures”,  you  indicate 
that  extensive  survey  flights  were  made  covering  a 

1764  large  number  of  the  airports  used  in  the  past  four 
months.  If  you  were  to  be  certificated  in  substan¬ 
tially  the  same  fashion  that  you  have  requested  to  be  certifi¬ 
cated,  it  would  lie  necessary  for  you,  in  order  to  comply 
with  the  present  Civil  Air  Regulations,  to  thoroughly 
familiarize  your  pilots  with  the  airport  facilities  at  each 
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principal  and  demand  point  that  you  propose  to  serve, 
would  it  not?  A.  I  believe  that  the  Civil  Aeronautics 
Authority  is  going  to — 

Q.  Just  answer  my  question,  and  then  you  can  qualify 
it.  Under  the  present  regulations,  that  would  be  true, 
wouldn't  it?  A.  Possibly  as  to  the  principal  points;  but 
1  don’t  believe  they  would  require  us,  in  the  hauling  of 
freight,  under  any  interpretation,  to  actually  have  a  pilot 
land  in  every  demand  point  airport  in  all  of  these  areas. 

Q.  In  order  to  provide  a  scheduled  service  for  that  air¬ 
port  ?  A.  I  don't  believe  they  will. 

Q.  That  is  your  understanding  of  the  regulations?  A. 
1  don't  believe  they  will  require  it. 

Q.  Would  your  pilots  be  required  to  know’  the  instrument 
let-down  procedures  at  all  airports  you  w’ould  serve?  A. 
Definitely.  . 

Q.  Do  you  propose  an  instrument  operation  to  all  these 
airports;  or  a  fixed  day  and  night  contact-and-instrument, 
depending  upon  the  facilities  available  ?  A.  It  would  have 
to  be  depending  upon  the  facilities  available. 

1765  Q.  And  so  far  as  radio  facilities  at  the  particular 
airports  are  not  available,  you  could  only  provide 
those  airports  with  a  day  contact  operation  generally, 
couldn't  you?  A.  That  is  correct.  A  great  many  of  the 
demand  points  are  not  getting  any  service  of  any  char¬ 
acter  at  present. 

Q.  At  vrhat  points  on  vour  irregular  routes  wrould  you 
contemplate  changing  pilots?  A.  At  our  principal  points. 

Q.  What  estimate  have  you  made  as  to  the  approximate 
flying  time  per  month  per  pilot  that  you  will  be  able  to 
get  under  those  circumstances?  A.  I  believe  the  law 
allows  you  as  high  as  85  hours  per  month  per  pilot  at 
the  present  time. 

Q.  My  question  is:  under  the  route  pattern  as  you 
conceive  it,  how  near  to  that  maximum  do  you  feel  you 
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can  approach?  How  near  to  it?  A.  As  close  as  the  pres¬ 
ent  certificated  carriers  can  come  to  their  85  limit. 

Q.  Have  you  made  any  estimate  as  to  the  utilization 
you  would  get  out  of  your  pilots?  A.  The  what? 

Q.  Have  you  made  any  estimate  as  to  the  utilization 
you  will  get  out  of  your  pilots?  A.  We  have. 

Q.  And  what  is  that  estimate,  on  a  monthly  basis  t  A. 
Between  75  and  85  hours  a  month. 

Q.  And  in  your  allowance  of  the  number  of  pilots  you 
think  will  be  required,  what  figure  did  you  base  it  on  ?  A. 

I  can’t  answer  that  specifically,  because  I  personally 
1766  didn’t  work  out  that  computation,  but  to  the  best 
of  my  knowledge  I  believe  our  engineers  have 
allowed  approximately  75  hours  per  pilot. 

Q.  Would  it  be  correct  to  say  that  you  took  the  total 
estimated  flying  hours  in  order  to  find  the  number  of 
crews  you  need,  and  divided  it  by  the  number  of  times 
you  expected  to  utilize  them  each  month?  A.  We  did  not. 

Q.  Then  how  did  you  arrive  at  that  figure?  A.  You 
have  to  allow  some  other  personnel  for  sickness  and  time 
temporarily  off  of  flying  status,  and  so  forth. 

There  are  other  factors  that  go  into  that.  It  is  not 
just  a  simple  arithmetical  division. 

There  are  some  other  factors  that  have  to  be  loaded 
into  it. 

Mr.  Vemer:  Is  there  anyone  who  will  be  able  to  testify 
as  to  the  precise  details  of  that  calculation,  Mr.  Morris? 

Mr.  Morris: I  don’t  know  whether  anyone  can  supply 
that  or  not  We  don’t  have  it  now  in  any  more  detail. 

Mr.  Vemer:  There  will  be  no  one  to  testify  on  that? 

Mr.  Morris:  No. 

Mr.  Verner:  Off  the  record. 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record) 
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Examiner  Cusick:  On  the  record,  please. 

Mr.  Morris:  I  do  not  believe,  Mr.  Examiner,  that  we 
can  conveniently  supply  any  greater  detail  on  this. 
Colonel  Dunlap  has  outlined  the  items  that  we  are  taking 
into  account. 

1767  An  estimate  of  this  kind  involves  the  application 
of  judgments  to  known  factors,  and  the  judgment 

figure  arrived  at  is  75  hours  per  month,  as  I  understand. 

Examiner  Cusick :  Counsel  for  Slick  stated  on  the  record 
that  it  could  not  be  furnished. 

Mr.  Yerner:  He  stated  that  he  would  not  furnish  it? 
Examiner  Cusick:  I  understood  that  it  could  not  be 
furnished  because  much  of  the  estimate  is  based  on  a 
judgment  figure. 

Mr.  Yerner:  I  cannot  believe,  Mr.  Examiner,  that  that 
is  what  counsel  for  Slick  intended  to  convey ;  but  obviously 
there  must  be  some  way  of  figuring  the  number  of  pilots 
who  will  be  required. 

They  have  figured  the  number  of  pilots  required,  and 
I  think  that  the  Examiner  and  the  Board  are  entitled  to 
know  how  they  did  it. 

Examiner  Cusick:  The  record  will  show  the  position  of 
the  parties. 

By  Mr.  Verner: 

Q.  One  more  question,  Mr.  Dunlap : 

I  asked  you  a  few  minutes  ago  where  you  were  going  to 
have  your  crew  changes,  and  as  I  understood  your  answer, 
you  said  at  the  principal  points. 

From  that,  I  would  understand  that  at  each  of  12  points 
you  would  provide  crew  changes,  or  at  least  you  would 
have  crews  stationed  at  those  points  for  crew  changes; 
is  that  a  correct  understanding?  A.  That  is  correct;  but 
in  addition  to  that,  some  of  the  crew  change  points  will 
be  at  refueling  stops. 

1768  Now,  the  crews  will  actually  not  be  based  at  all 
of  the  principal  points,  but  there  will  be  crew 
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changes  at  some  of  them;  not  necessarily  all  of  them.  But 
the  crews  will  be  based,  as  far  as  possible,  at  principal 
points. 

The  crew  changing  will  not  necessarily  all  be  done  at 
principal  points.  Some  of  it  will  be  done  at  places  like 
Denver,  Grand  Island,  and  places  like  that,  that  are  re¬ 
fueling  stops. 

Q.  Just  for  the  sake  of  clarity,  take  one  of  your  sched¬ 
ules,  if  you  wilL  Start  out  in  New  York  or  Boston,  and 
tell  where  you  would  change  crews  on  the  trip  to  California. 
A.  Well,  if  you  wish  to  start  out  at  New  York,  for  instance, 
going  to  the  California  area — 

Q.  Why  don’t  you  take  Trip  No.  2?  A.  That  is  the 
daily  flight  from  Boston. 

Q.  This  is  right.  A.  That  pilot  would  originate  his 
flight  at  Boston;  he  would  change  at  Chicago  and  change 
crews  at  Grand  Island.  That  will  come  within  the  current 
Civil  Aeronautics  Regulations  in  reference  to  flight  hours 
for  crews. 

Q.  Are  your  pilots  members  of  the  ALP  A?  A.  Not  at 
the  present  time. 

Q.  Is  it  contemplated  that  they  will  be  members  of  the 
ALPA?  A.  The  company  has  nothing  to  do  with  that. 

•  *  •  •  • 

1769 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Crimmins: 

Q.  Mr.  Dunlap,  you  stated  in  answer  to  a  question  by 
Mr.  Verner,  that  your  planes  would  have  a  daily  utiliza¬ 
tion  of  ten  hours  a  day?  A.  That  is  correct. 

Q.  That  was  based  on  a  seven-day  week,  was  it  not: 
and  you  only  intend  to  operate  six  days  a  week?  A.  That 
is  based  on  a  six-day  week. 
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Q.  That  is  based  on  a  six-day  week?  A.  But  we  will 
get  a  ten-hour  utilization  on  a  seven-day  week. 

Q.  So  on  a  six-day  week  you  are  getting  close  to  a  12- 
hour  utilization?  A.  That  is  correct. 

Q.  Now,  will  you  turn,  please,  to  Exhibit  SA-33? 

You  state  there  that :  “Daily  service  on  demand  will  be 
available  to  every  other  point  in  each  area  which  is  with¬ 
in  the  service  radius  of  a  suitable  airport.” 

What  do  you  mean  by  that?  Within  25  miles  or  so  of 
a  suitable  airport?  A.  I  think  that  is  reasonable. 

Q.  Now,  will  you  refer  to  Exhibit  30D? 

There  you  list  the  number  of  airports  which  Slick 
1770  Airways  planes  have  entered.  I  have  looked  over 
that  and  found  there  were  about  18  points  listed 
here  in  California,  and  of  that  number,  if  you  include 
Burbank  and  Santa  Monica  with  Los  Angeles,  about  12 
of  them  are  already  certificated. 

You  would  take  my  count  on  that  as  being  fairly 
accurate?  A.  You  mean  in  the  Los  Angeles  area  or  in 
the  wiiole  California  area? 

Q.  In  the  California  area,  of  the  18  points  here  at 
which  Slick  Airways  planes  have  landed,  12  of  those  are 
already  certificated  points,  such  as  Bakersfield,  Burbank, 
El  Centro,  Fresno.  A.  Certificated  either  north  or  south 
or  east  or  west? 

Q.  That  is  right ;  certificated  points.  A.  That  is  correct. 

Q.  Now,  as  to  the  remainder  of  the  points,  take  Haw- 
thorne,  California:  Have  you  operated  in  there  to  get 
produce,  or  just  on  an  experimental  flight?  A.  If  I  am 
not  badly  mistaken,  we  operated  into  Hawthorne  to  pick 
up  aircraft  parts  which  were  of  a  hurried  nature. 

And  the  aircraft  manufacturers,  seeing  the  flexibility 
of  aircraft,  requested  that  we  land  at  their  airport  rather 
than  landing  20  miles  away  and  trucking  over.  . 

It  seems  they  have  had  some  trouble  in  their  scheduling. 

Q.  Where  is  Haw-thorne?  A.  In  the  Los  Angeles  basin. 
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Q.  I  see.  How  close  is  it  to  the  the  J  -os  Angeles  airport  ? 
Do  you  know?  A.  I  believe  that  is  at  the  Haw- 

1771  thorne  Aircraft  Factory's  own  airport. 

Q.  Another  place  is  Holtviile,  California.  Have 
you  landed  there  for  experimental  purposes,  or  to  pick 
up  produce?  A.  Offhand,  I  couldn’t  answer  that  one.  We 
have  landed  there. 

Q.  That  is  very  close  to  the  El  Centro  airport,  isn’t  it? 
A.  I  believe  you  are  right. 

Q.  Pittsburg,  California:  I  notice  that  is  up  right  next 
to  Stockton.  Have  you  landed  there  for  experimental 
purposes,  or  to  pick  up  goods?  A.  Is  it  on  this  list? 

Q.  Yes.  A.  If  it  was  on  this  list,  we  went  in  there  to 
pick  up  or  let  off  cargo.  I  believe  we  picked  up  some 
agricultural  commodities  at  Holtviile,  if  I  am  not  badly 
mistaken. 

Q.  How  about  Thermal?  Where  is  Thermal,  California? 
A.  It  is  over  in  the  desert. 

Q.  What  is  that  near?  A.  Thermal  is  either  in  the 
Mojave  Desert  or  down  in  the  Imperial  Valley.  I  can’t 
remember. 

Q.  I  couldn’t  find  it  on  any  map  of  California;  that  is 
why  I  mentioned  it.  A.  I  think  it  is  pretty  close  to  the 
sunken  sea  down  in  the  Imperial  Valley. 

Q.  Suppose,  Mr.  Dunlap,  you  had  a  shipper  in 

1772  Raleigh;  he  called  up  your  man  some  morning  and 
said  he  had  five  hundred  pounds  of  something  he 

wanted  to  ship.  And  suppose  your  man  didn’t  have  any¬ 
thing  else  to  ship  at  that  point.  What  would  he  tell  him? 
A.  At  Raleigh? 

Q.  At  any  point,  any  demand  point.  A.  He  would  ex¬ 
plain  the  circumstances,  and  the  method  of  our  operation 
and  what  we  were  doing,  and  possibly  if  there  were  no 
other  method  of  air  transportation  available  he  would  try 
to  get  that  five  hundred  pounds,  if  it  was  of  sufficient 
importance,  trucked  to  the  closest  place  where  we  did 
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have  another  five  hundred  pounds;  or  to  the  closest  prin¬ 
cipal  point. 

Q.  And  in  lieu  of  taking  it  into  some  principal  airport, 
which  could  be  done  at  the  present  time,  what  would  the 
man  do  with  the  five  hundred  pounds;  hold  it  there  and 
wait  to  hear  from  your  man  during  the  day  as  to  whether 
he  had  landed  five  hundred  other  pounds  so  you  could  go 
in  there?  A.  I  think  our  man  could  make  a  decision  in 
five  minutes. 

Q.  You  mean  you  would  go  in  for  less  than  five  hundred 
pounds?  A.  I  said  our  man  could  give  him  an  answer 
within  five  minutes.  I  don’t  believe  it  would  be  feasible  to 
hold  a  man’s  cargo  and  promise  him  something  and  then 
not  be  able  to  deliver. 

Q.  That  is  what  I  had  in  mind.  But  this  answer  in  five 
minutes  would  probably  be  to  take  it  to  the  nearest 
1773  airport  by  truck?  A.  We  would  arrive  at  a  logical 
conclusion  within  five  minutes.  Those  two  people 
will  have  a  meeting  of  the  minds  right  there. 

Q.  The  only  meeting  of  the  minds  in  the  absence  of 
any  other  freight  being  available  would  be  to  take  it  to  a 
certificated  airport,  wouldn’t  it  ?  A.  That  would  be  correct. 

Q.  Somewhere  in  the  exhibits  you  state  that  you  are 
always  going  to  have  planes  available  to  take  care  of 
planeload  shipments  at  demand  points,  and  also  peak 
shipments  at  these  particular  points. 

Now,  you  have  quite  a  number  of  demand  points  pro¬ 
posed,  all  in  these  various  areas.  Will  you  have  spare 
equipment  in  all  your  principal  points  to  take  care  of 
those  plane  lot  shipments  at  the  demand  points?  A.  We 
don’t  believe  that  it  is  economical  or  feasible  to  have  air¬ 
craft  actually  sitting  waiting.  In  the  utilization  of  mobile 
equipment,  you  attempt  to  use  it  as  much  as  possible; 
and  in  using  it,  you  divert  it  for  your  customers. 

1  The  airplane  is  not  quite  like  a  railroad  car.  You  can’t 
spot  them  around.  The  power  unit  is  in  the  airplane. 
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Now,  the  passenger  people  have  the  same  problems,  of 
accommodating  the  public,  as  common  carriers,  to  the  maxi¬ 
mum  of  ability  with  the  amount  of  equipment. 

And  I  think  our  problems  will  be  of  a  similar  nature. 

Q.  I  don’t  quite  agree  with  you.  The  passenger  people 
don’t  have  the  same  problem,  do  they?  Because  if  they 
are  going  between  fixed  points  and  on  fixed  schedules, 
1774  naturally  they  know  where  they  are  going.  You 
don’t  know  whether  you  are  going  to  have  a  demand 
come  in  for  a  shipment.  And  you  are  using  up  your  planes 
on  your  fixed  and  flexible  schedules. 

Then  somebody  in  Peoria  calls  in  and  has  15  hundred 
or  five  thousand  pounds.  And  the  question  is:  What  are 
you  going  to  do  with  that  man?  At  the  same  time,  some¬ 
body  in  South  Bend  calls  in  and  says  that  he  has  near¬ 
planeload  shipment.  Where  are  you  going  to  get  the  planes 
to  handle  those  shipments?  A.  If  we  can’t  handle  those 
shipments  with  our  present  flexible  schedules,  I  don’t  think 
any  of  us  are  going  to  operate  with  a  hundred  per  cent 
load  factor,  you  see. 

I  think  there  is  always  going  to  be  some  space  avail¬ 
able. 

Q.  But  you  state  here  in  your  exhibits  that  where  a 
person  calls  in  from  one  of  these  demand  points  and  has  a 
near-full-plane  shipment,  you  will  then  dispatch  a  plane, 
not  on  regular  schedule  but  on  a  flexible  schedule,  to  pick 
that  up  and  proceed  immediately  to  destination  points. 

Now,  how  many  such  planes  do  you  have,  to  go  and 
pick  up  and  satisfy  all  these  demand  points?  And  there 
are  a  lot  of  them,  in  these  areas.  A.  We  are  going  to  have 
them  to  the  limit  we  propose  here,  30  abd  57  and  50  and  48, 
and  utilize  those  to  serve  the  public  to  the  best  of  our 
ability. 

Now,  T  don’t  feel  that  any  of  us  can  anticipate  a  hun¬ 
dred  per  cent  load  factor,  you  see.  There  are  always 
going  to  be  flights  moving  at  less-than-100  per  cent  factor. 
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And  those  are  the  flights  that  will  stop  in  those  places 
and  pick  them  up. 

1775  Q.  You  have  figured  on  about  a  95  per  cent  load 
factor  going  west,  haven’t  you?  A.  The  resulting 

load  factor.  Every  flight  doesn’t  have  it ;  but  the  average. 

Q.  But  as  to  those  people  who  have  these  near-plane¬ 
loads  in  these  demand  points,  wouldn’t  they  be  better 
served  by  a  contract  operation  than  by  an  operation  such 
as  you  have  here,  where  they  can  call  you  and  you  can 
go  in  and  pick  up  these  things?  A.  I  don’t  believe  the 
contract  carrier  can  make  a  successful  business  out  of 
that. 

Q.  But  it  would  be  more  for  the  convenience  of  the 
shipper,  wouldn’t  it?  A.  Well,  the  successful  business  and 
the  convenience  to  the  shipper  has  to  be  tied  in  the  same 
package,  because  if  the  corporation  is  not  successful,  it 
can’t  serve  the  public;  not  without  a  subsidy. 

Q.  Well,  the  answer  to  it  is  that  you  have  quite  a  big 
job  on  your  hands  to  take  care  of  these  peak  loads  and 
almost  full-load  shipments  in  these  demand  points  when 
you  are  trying  to  run  fixed  and  flexible  schedules  at  the 
same  time. 

Mr.  Morris:  This  seems  to  be  rather  unnecessary,  Mr. 
Examiner.  I  object  to  the  question. 

Examiner  Radcliffe:  The  witness  may  answer  if  he 
desires. 

The  Witness:  What  is  the  question,  please? 

Examiner  Radcliffe:  Read  the  question. 

1776  (Reporter  reads  question) 

The  Witness:  That  is  correct,  it  is  a  big  job. 
There  is  no  doubt  about  the  fact  that  it  is  a  big  job.  But 
this  is  the  first  constructive  attempt  to  serve  a  lot  of  these 
cities  that  have  never  been  served  before. 
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And  any  service  that  we  may  give  them  to  the  best  of 
our  ability  is  better  than  a  lot  of  them  are  getting  right 
now  that  are  not  served  by  any  carrier. 

By  Mr.  Crimmins: 

Q.  Of  course,  those  people  can  still  bring  their  mer¬ 
chandise  into  an  airport  that  is  within  25  miles,  in  most 
instances,  can’t  they?  A.  The  peculiar  part  about  it  is 
that  those  people  have  desires  that  are  not  always  suit¬ 
able.  We  have  attempted  that  same  procedure,  and  we 
have  had  countless  customers  request  that  we  land  at  their 
airport. 

Q.  But  as  you  just  said,  you  have  to  consider  not  only 
the  convenience  of  the  shippers  but  also  the  economics  of 
it  from  an  operational  standpoint,  don’t  you?  A.  That  is 
correct. 

Q.  Will  you  turn,  please,  to  Exhibit  35C,  page  267?  Is 
there  a  rate  here,  for  instance,  from  New  York  to  Los 
Angeles  at  $17.30?  That  is  a  basic  rate,  for  hundred- 
pound  lots,  of  $17.30.  Is  that  higher  than  your  present 
New  York-Los  Angeles  rate?  A.  I  can’t  offhand  tell  you 
whether  that  rate  is  actually  higher  than  our  present  con¬ 
tract  rates  or  not.  Now,  it  depends  on  what  you  are  com¬ 
paring  it  to.  In  the  contract  business,  we  have  rates  based 
on  volume,  planeload  rates,  less-than-planeload 
1777  rates,  and  then  we  have  some  commodity  rates.  And 
in  a  broad  sense  you  can’t  say  that  $17.30  is  higher 
or  lower.  You  have  to  narrow  it  down  and  compare  it  to 
what  kind  of  commodity  rate  it  is. 

Q.  Well,  just  so  we  get  the  record  clear  on  it,  what  rate 
in  your  present  setup  would  compare  with  this  rate?  In 
other  words,  you  must  have  different  rates  than  you  pro¬ 
pose  in  the  future  also,  and  what  does  this  $17.30  compare 
with  in  your  present  setup?  A.  Our  rates  today  run  from 
approximately  12  cents  per  ton-mile  up  to  around  in  the 
neighborhood  of  20  or  21  cents  a  ton-mile,  depending  upon 
commodities,  volume,  and  so  forth. 


1898 


Excerpts  from  Testimony  of  Samuel  C .  Dunlap ,  III 

That  is  about  the  best  answer  I  can  give  you. 

Q.  This  is  probably  higher,  is  it  not,  than  your  present 
rate?  A.  Possibly  it  is  as  low,  or  lower,  maybe. 

Q.  What  does  this  rate  compare  with  in  your  present 
setup?  In  other  words,  you  have  rates,  you  say,  from  12 
to  21  cents,  or  something  like  that. 

Now,  what  is  comparable  in  that  setup  of  rates  with  this 
$17.30;  that  is  what  I  am  trying  to  find  out.  A.  Well,  our 
lowest  rate:  I  have  a  general  knowledge  of  the  rates, 
though  I  am  not  actually  in  the  traffic  department,  and  we 
have  rates  from  New  York  to  California  of,  on  some  of  the 
rates  quoted,  somewhere  around  15  dollars  a  hundred  or 
16  dollars  a  hundred  or  17  dollars  a  hundred,  depending 
upon  the  commodity. 

And  those  rates  are  12  and  a  fraction  cents  a  ton- 
1778  mile  or  higher. 

Q.  What  is  this  one  supposed  to  be?  For  what 
commodity?  I  am  trying  to  find  out  what  this  is  comparable 
to.  i  A.  I  don’t  think  in  our  exhibit  here  we  have  specified 
which  commodity. 

Q.  In  other  words,  this  exhibit  here,  then,  might  con¬ 
ceivably  be  higher  for  some  commodities  and  lower  for 
others;  this  $17.30?  A.  At  the  top  of  the  page  it  says 
“Typical  proposed  basic  rates  (tentative)”  for  the  first 
year  of  operation,  and  “rates  are  airport-to-airport  in  dol¬ 
lars  per  hundred  pounds.” 

Q.  I  just  wanted  it  verified.  In  other  words,  it  could  be 
higher.  This  $17.30  might  even  be  an  average?  A.  We 
say  these  are  typical  rates.  We  don’t  say  they  are  the  high¬ 
est  or  the  lowest  or  an  average. 

Q.  In  other  words,  they  might  be  higher,  and  they  might 
be  lower?  A.  That  is  right.  They  are  typical. 

Q.  You  think  that  your  cost  of  operation  will  be  lower 
with  30  planes  than  it  is  at  present  with  ten?  A.  Definite¬ 
ly.  Our  cost  per  ton-mile  would  definitely  be  lower. 

Q.  And  your  total  operating  costs  will  definitely  be 
lower?  A.  Our  total  operating  cost  per  airplane-mile? 
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Q.  Per  mile ;  that  is  right.  That  will  be  lower?  A.  They 
should  be  lower,  with  30  aircraft. 

Q.  Per  ton-mile  they  would  be  lower  too?  A. 
1779  That  is  right. 

*  *  •  *  • 

1792 

*  *  #  *  • 

Further  Direct  Examination 
By  Mr.  Morris: 

Q.  Mr.  Dunlap,  on  yesterday,  Mr.  Verner  asked  what 
proportion  of  the  estimated  mileage  to  be  flown  by  Slick 
Airways,  Inc.  was  to  be  flown  on  flexible  schedules,  and 
what  amount  on  fixed  schedules. 

Can  you  give  that  figure?  A.  I  can. 

Q.  Take  the  30-plane  level  of  operations.  A.  The  per¬ 
centage  flown  on  flexible  schedules  would  be  65.8  per  cent. 

Mr.  Rett:  On  fixed? 

The  Witness:  On  flexible  schedules. 

Now,  the  way  that  figure  was  arrived  at  is  from  page 
SA-283,  which  gives  the  daily  fixed  schedules,  hours  flown; 
page  284,  the  weekly  fixed  schedules,  hours  flown;  page 
285,  the  flexible  schedules,  hours  flown ;  and  then  you  take 
the  fixed  schedule  hours  flown,  times  the  block  speed  of 
170,  and  you  get  6,619,562  miles  flown  on  fixed  schedules. 
You  take  the  hours  flown  on  flexible  schedules  and  mul¬ 
tiply  by  170,  and  you  get  12,757,990  miles. 

1793  By  Mr.  Morris : 

Q.  Read  the  fixed  figure  again,  please.  A.  12,- 
757,990  miles. 

Q.  Read  the  fixed  again.  A.  6,619,562.  When  you  add 
those  two  together  and  divide  the  12  million  by  the  19 
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million,  you  get  the  65.S  per  cent.  That  is  the  manner  in 
which  the  figures  were  arrived  at. 

•  *  *  •  * 

1787 

•  •  •  *  • 

Edgar  R.  Skinner 
*  *  *  *  • 

Direct  Examination 

By  Mr.  Morris: 

Q.  What  is  your  name?  A.  Edgar  R.  Skinner. 

Q.  What  is  your  occupation  or  business?  A.  Treasurer 
of  Slick  Airways,  Inc. 

•  •  *  *  • 

1794 

•  *  •  *  • 

Cross  Examination 
By  Mr.  Page : 

•  •  #  •  • 

1800 

*  #  *  •  • 

Q.  Looking  at  the  June  30  balance,  Mr.  Skinner :  those 
two  current  liabilities,  “Trade  Accounts  Payable”  and 
“Salaries  and  Wages”,  total  approximately  218 
1801  thousand  dollars?  A.  Yes,  sir. 

Q.  And  cash  on  hand  at  that  date  was  $160, 600- 
odd?  A.  Yes,  sir. 

Q.  Similarly,  on  the  supplemental  balance  sheet  as  of 
October  31,  the  accounts  payable  item  plus  the  accrued 
salaries  and  wage  item  totaled  298  thousand  dollars,  and 
the  free  cash  available  to  meet  these  obligations,  63  thou¬ 
sand  dollars.  In  conventional  terminology,  would  you  say, 
in  your  experience  as  an  accountant,  that  that  indicated  a 
financial  condition  showing  inability  to  meet  the  normal 
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obligations  as  they  come  up?  A.  Absolutely  not.  They 
have  no  relation  one  to  the  other.  The  current  assets  have 
all  to  be  included  in  determining  ability  to  meet  the  current 
liabilities. 

Q.  I  didn’t  hear  the  last.  A.  All  of  the  current  assets 
must  be  included  in  determining  a  company’s  ability  to  meet 
its  obligations. 

Q.  Including,  in  other  words,  accounts  receivable?  A. 
Yes,  sir. 

Q.  May  we  examine  that  a  moment?  A.  Yes,  sir. 

Q.  What  are  the  credit  terms  under  the  customary  Slick 
contract  with  its  shippers?  A.  Our  credit  terms  have 
varied  somewhat  during  the  period  of  our  operations  as  a 
contract  carrier.  We  started  out  by  extending  terms  of 
credit  to  our  larger  and  well  established  customers,  and  we 
of  course  were  a  new  business  and  had  to  establish  pro¬ 
cedures  and  collection  procedures,  and  for  the  early  opera¬ 
tions  we  used  a  centralized  billing  control. 

1802  It  took  a  great  deal  of  time  for  the  reports  to 
come  in  to  us  to  be  recorded,  audited,  and  billed  to 
the  customers,  and  then  of  course  for  the  collections  to  come 
back  in. 

We  are  now  in  the  process  of  decentralizing  billing  and 
collections. 

We  expect  to  speed  up  considerably  the  period  for  which 
our  charges  will  be  outstanding. 

Q.  Thank  you  for  that  explanation,  Mr.  Skinner. 

May  I  ask  you  again,  sir:  what  are  the  credit  terms 
mentioned  in  your  contracts?  A.  Well,  I  would  have  to 
refer  to  the  contract  to  recite  that. 

Q.  I  mean,  what  is  the  collection  policy  of  the  company? 
A.  Collection  within  seven  days  of  billing. 

Q.  I  see,  sir.  As  of  June  30,  you  had  contracts  receivable 
outstanding,  or  open,  of  98  thousand  dollars?  A.  That  is 
right. 
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Q.  Approximately  how  long  was  the  average  account 
collectible  open  at  that  time?  A.  At  that  time,  it  was  about 
30  days. 

Q.  And  with  respect  to  the  October  31st  date,  sir,  there 
the  amount  of  open  accounts  receivable  has  jumped  from 
96  thousand  dollars  to  293  thousand  dollars?  A.  Yes. 
Well,  in  October  our  revenue  ton-miles  increased  very  sub¬ 
stantially;  and  there  again,  the  amount  receivable  at  Octo¬ 
ber  31st  represents  principally  the  charges  for  carriage 
during  the  month  of  October. 

Q.  In  other  words,  most  of  these  have  not  been 
1803  opened  more  than  30  days?  A.  Not  many.  • 

Q.  Was  the  increase  in  business  proportionate  to 
the  increase  in  accounts  receivable;  about  three  hundred 
per  cent?  A.  It  was. 

•  •  •  *  * 

1808 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Gribbon: 

•  •  •  •  • 

1821 

•  *  •  •  • 

Q.  Now,  looking  for  a  moment  at  Exhibit  43D,  page 
306,  and  comparing  it  with  Exhibit  55,  your  figures  for 
October:  Let  us  take  up  the  item  “Station  Managers.” 

During  the  month  of  October,  you  paid  $1980  for  station 
managers.  Projected  to  an  annual  basis  that  is  approxi¬ 
mately  $23,700,  isn't  it?  A.  That  would  be  about  right. 

Q.  And  for  your  tripled  operation,  you  propose  to  have 
a  total  expense  of  $20,400?  A.  There  have  been  a  few 
adjustments  made  since  this  original  estimate  was  pre¬ 
pared,  which  perhaps  throws  that  $20,400  figure  slightly 
out  of  line. 
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We  don’t  propose  to  have  station  managers  at  any  ex¬ 
cept  our  principal  stations.  Station  agents  will  handle 
the  other  stations. 

Q.  You  have  also  an  expense  for  station  agents  now, 
of  75  hundred  dollars,  don’t  you?  A.  Yes,  sir. 

Q.  And  you  propose  a  figure  of  96  thousand  dollars? 
A.  That  is  right. 

1822  Q.  Well,  is  there  any  account  where  the  expense 
of  the  station  agent  is  shown  up,  other  than  station 

managers  and  station  agents  and  assistants?  A.  Well, 
there  is  a  figure  there  right  below  the  station  agents,  of 
assistant  service  employees,  $122,400,  in  our  estimate, 
which  covers  station  personnel. 

Q.  But  you  also  have  that  expense  now?  A.  But  on  a 
considerably  reduced  basis  by  comparison. 

Q.  Is  it  the  sense  of  this  estimate  here  that  you  are 
going  to  be  able  to  triple  your  operation  and  reduce  your 
station  manager  expense  by  about,  $3,700?  A.  This 
tripling  of  operation  will  not  necessarily  triple  our  pay¬ 
roll  or  number  of  persons  required.  It  is  a  semi-variable 
item,  and  the  amount  of  increase  does  not  go  in  proportion 
to  the  increase  in  the  number  of  planes  we  fly. 

Q.  You  do  propose  to  cut  this  expense,  in  spite  of  the 
tripled  operation?  A.  Not  cut  it,  no,  sir. 

Q.  It  is  now  $23,700  per  year.  A.  There  may  be  one 
or  two  minor  variations  between  these  figures  because  of 
the  way  our  payroll  classification  is  worked  out.  The 
aggregate;  I  feel  that  these  figures  are  adequate  to  cover 
our  proposed  operation. 

Q.  You  mean  that  we  can’t  compare  the  figures  to  date 
with  those  proposed?  A.  You  can  in  a  general  way.  They 
compare  quite  favorably. 

Q.  But  there  are  certain  classifications  in  which 

1823  you  have  made  changes,  changes  from  one  account 
to  another?  A.  When  you  compare  an  actual  with 

an  estimate,  there  is  bound  to  be  a  difference,  and  the 
differences  which  you  point  out  are  quite  small. 
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Q.  In  this  classification  of  “other  expenses”  on  which 
you  estimated  a  total  of  $104,300,  on  the  same  page — 
A.  Yes,  sir, 

Q.  — won’t  that  have  to  include  several  of  the  accounts 
which  you  show  on  Exhibit  55  in  a  more  itemized  fashion? 
A.  Yes,  sir,  and  that  has  been  requested  and  will  be 
furnished  for  the  record. 

Q.  You  will  give  a  breakdown  of  those?  A.  Yes,  sir. 

Q.  Looking  now  at  your  ground  equipment  maintenance, 
I  believe  you  estimate  for  your  tripled  operation  a  total 
cost  of  $34,700?  A.  That  is  right. 

Q.  And  your  present  cost  on  a  monthly  basis  for  that 
same  item  is  $5797  ?  A.  That  is  right. 

Q.  And  on  a  yearly  basis,  that  comes  to  somewhere 
close  to  70  thousand  dollars,  doesn’t  it;  at  any  rate,  it 
is  12  times  that?  A.  Yes,  sir;  that  is  right. 

Q.  And  you  propose  then  to  triple  your  operation  and 
cut  your  cost,  your  total  cost,  from  70  thousand  dollars 
down  to  $34,700?  A.  No,  sir,  we  do  not.  That  happens  to 
be  one  of  those  differences  between  the  accounting 
1824  records  and  the  engineer’s  estimate.  In  estimating 
the  ground  equipment  maintenance,  the  engineers 
unfortunately  included  some  of  those  costs  in  that  figure 
you  have  shown  above,  of  “other  expenses”. 

When  that  tabulation  is  furnished,  you  will  find  that 
certain  of  the  elements  that  go  to  make  up  the  104  thousand 
dollars  are  in  a  sense  comparable  to  the  items  we  are 
classifying  in  accounting  now  as  ground  equipment  main¬ 
tenance. 

Q.  It  was  intended  that  both  your  Exhibit  55  and  your 
Exhibit  53  were  based  on  the  CAB  accounts?  A.  They 
aren’t  both  based  on  that.  It  just  happens  to  be  a  little 
change  in  the  policy  there  in  accounting  after  the  estimate 
was  prepared. 
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1829 

•  •  •  •  • 

Q.  And  you  consider  the  45  thousand  dollars  as  an  inci¬ 
dental  income  during  that  period?  A.  Yes,  sir,  I 

1830  do;  income  during  the  development  of  our  opera¬ 
tions. 

Q.  Is  it  usual  to  set  up  such  development  costs  as  a 
capital  item  in  connection  with  the  business?  A.  Account¬ 
ing  practice  permits  the  capitalization  of  that  item,  or  the 
charging  of  it  off,  as  circumstances  may  dictate. 

Q.  But  you  felt  that  you  were  not  justified  in  setting 
this  item  up  as  a  capital  item.  A.  Not  at  all.  We  were 
justified  in  setting  it  up  as  a  capital  item,  but  we  elected 
to  dispose  of  it  now  instead  of  burdening  the  future  with 
amortization  of  the  item  over  the  future  operations  of 
our  organization. 

Q.  I  see.  Will  you  refer  to  Exhibit  55,  please,  page  1? 
The  last  four  items  under  “Other  Assets  and  Deferred 
Charges”,  amounting  approximately  to  41  thousand  dol¬ 
lars  :  Do  they  not  consist  of  intangible  items,  in  connection 
with  the  organization  of  the  company,  that  you  have  set 
up  as  tangible  assets?  A.  Yes,  they  can  be  classified  as 
intangible  assets. 

Q.  And  those  are  connected  with  the  organization  of 
the  company?  A.  Organization  and  development  projects 
of  the  company,  as  is  indicated. 

Q.  And  they  are  separate  and  different  from  the  costs 
that  you  showed  on  page  107  ?  A.  They  are. 

Q.  Mr.  Skinner,  I  have  taken  the  figures  shown  in  your 
exhibit  in  order  to  determine  or  try  to  determine  the 

1831  loss  per  month,  or  the  average  loss  per  month. 

And  I  want  you  to  tell  me  whether  our  calculation 
is  approximately  correct.  For  the  first  four  months,  taking 
this  from  your  figures  shown  on  207,  the  average  loss 
was  approximately  34  thousand  dollars?  A.  That  is 
correct,  mathematically,  yes. 
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Q.  And  for  the  months  of  May  and  June,  approximately 
94  thousand  dollars,  taken  from  page  203?  A.  That  is 
right. 

Q.  And  taking  page  203,  in  consideration  of  the  figures 
shown  on  Exhibit  55,  page  2,  your  approximate  loss  for 
the  months  of  June,  July,  and  August  was  180  thousand 
dollars?  A.  I  don’t  agree  with  that.  That  is  a  mistake. 

Q.  You  don’t  agree  with  it.  A.  No,  sir. 

Q.  I  will  tell  you  what  I  did.  I  took  the  deficits  which 
you  show,  of  516  thousand  dollars;  less  the  11  thousand 
dollars  for  October;  and  less  the  accrued  deficit  for  the 
months  up  through  June  30th.  A.  Excuse  me.  Would 
you  repeat  that? 

Examiner  Cusick:  Read  it,  Mr.  Reporter. 

(Reporter  reads  question) 

The  Witness:  1  guess  you  mean  July,  August  and 
September. 

Mr.  Peyser:  That  is  right.  July,  August  and  September. 

Examiner  Cusick:  Your  answer  to  that,  Mr.  Skinner, 
1  believe,  was  that  it  was  incorrect,  and  you  disagreed 
with  it? 

1832  The  Witness:  But  his  statement  was  June,  July 
and  August. 

Mr.  Pyser:  I  beg  your  pardon.  I  mean  July,  August 
and  September. 

The  Witness:  For  July,  August  and  September,  I  am 
making  the  computation  now. 

I  will  agree  with  the  mathematics  of  that. 

I  would  like  to  explain  something,  if  I  may. 

Examiner  Cusick:  You  may. 

The  Witness:  I  would  like  to  explain  that  Slick  Air¬ 
ways  has  willingly  and  knowingly  entered  into  these  large 
losses  in  the  early  months  of  its  operations  in  the  inter¬ 
ests  of  developing  air  freight,  and  we  were  operating 
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during  the  months  indicated  during  a  period  when  our 
operational  factors  were  low. 

Our  utilization  was  low,  and  our  load  factors  were  low. 
During  October,  our  utilization  was  8.9  hours  per  day  and 
our  load  factor  was  74  per  cent,  and  during  that  month, 
we  had  a  loss  of  only  $11,655  and  a  cash  loss  of  only  510 
dollars. 

By  Mr.  Peyser: 

Q.  Was  there  any  policy  of  retrenchment  and  cutting 
down  of  expenses  during  the  month  of  October!  A.  No, 
sir,  none  whatever. 

Q.  Mr.  Skinner,  on  page  4  of  Exhibit  55,  under  Other 
Operating  Expenses,  rents  of  fields,  buildings,  and  offices  : 
would  it  be  correct  to  say  that  that  item  is  higher,  rela¬ 
tively,  than  in  the  preceding  months?  A.  Yes,  it  is 
higher. 

1833  Q.  And  is  that  an  item  that  will  probably  in¬ 
crease  as  the  months  go  along?  A.  It  will  increase 
according  to  the  scope  of  our  operations. 

Q.  Just  a  few  questions  with  reference  to  your  Exhibits 
42,  43,  and  44:  The  proposal  of  Slick,  as  I  understand  it, 
is  to  pay  an  allowance  for  shippers,  for  loading  and  un¬ 
loading  freight,  of  one  dollar  per  hundred  pounds. 

Have  you  included  that  allowance  in  your  estimates  of 
costs  and  expenses?  A.  That  was  considered  in  our  set¬ 
ting  of  costs  of  operations. 

Q.  Under  what  item  was  it  included?  A.  Under  the  item 
of  service  costs. 

Q.  Could  you  point  that  out?  A.  Well,  it  isn’t  set  out 
as  a  separate  factor.  It  is  in  there.  It  is  one  of  the  factors 
that  determined  our  estimate  of  costs. 

Q.  Could  you  point  out  the  particular  item?  A.  No,  you 
can’t  point  out  every  factor  that  goes  into  the  estimate  of 
a  figure. 

Q.  And  did  you  make  a  specific  estimate  of  that  item? 
A.  Not  a  specific  estimate.  It  was  recognized  as  a  part 
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of  our  rate  structure  that  we  proposed  in  setting  our 
costs. 

Q.  Could  you  tell  me  the  maximum  amount  that  you 
allowed  for  that  item?  A.  No,  sir,  I  could  not. 

Q.  Have  you  included  any  item  for  agents’  corn- 

1834  missions?  A.  As  I  stated  earlier,  we  have  allowed 
in  there  all  of  the  costs  that  we  deem  to  be  necessary 

to  service  the  operations  in  accordance  with  our  proposal. 

The  agents’  commissions  that  we  allowed  are  set  forth 
in  Schedule  307,  I  think  it  is,  under  Traffic  and  Sales, 
under  the  category  of  sales  managers,  agents,  and  solici¬ 
tors,  $162,000. 

The  agents’  allowances  would  be  included  therein. 

Q.  On  what  basis  did  you  compute  agents’  commissions? 
A.  I  don’t  have  mv  work  sheets  with  me  now.  I  can’t  re- 
call  exactly  how  that  was  determined.  It  was  on  the 
basis,  I  believe,  that  we  used  for  the  service  employees: 
what  it  would  take  an  average  number  of  persons  to  ser¬ 
vice  the  demand  points  producing  a  certain  estimated 
quantity  of  traffic. 

Q.  Was  it  related  to  the  transportation  charge,  or 
amount  of  transportation  charge?  A.  I  don’t  recall. 

Q.  Did  you  include  an  allowance  for  labor  in  loading 
or  unloading  shipments?  A.  We  did. 

Q.  At  the  demand  station?  A.  We  did. 

Q.  Where  was  that  included?  A.  As  I  stated  before, 
that  w’as  included  under  the  heading  of  Ground  Operations, 
under  Service  Employees. 

Q.  Colonel  Dunlap  testified  yesterday  that  in  connec¬ 
tion  with  your  contracts  for  pickup  and  delivery  you  had 
a  guaranteed  minimum  you  paid  to  the  trucking 

1835  company. 

Have  you  made  any  allowance  for  the  excess  ex¬ 
pense  over  the  amount  that  you  will  collect  from  the  ship¬ 
per  on  account  of  pickup  and  delivery?  A.  We  have. 

Q.  Where  is  that  included?  A.  That  is  in  the  Other  Ex- 
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penses,  under  Cargo  Serviced,  to  the  best  of  my  recollec¬ 
tion. 

•  *  •  •  • 

1839 

•  •  «  •  * 

Cross  Examination 

By  Mr.  Crimmins: 

•  •  •  *  * 

1857 

•  *  •  •  • 

S.  B.  Redmond 

•  *  •  *  * 

1859 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Beitel  : 

•  •  •  •  • 

1860 

•  ••Of 

Q.  Do  you  believe,  Mr.  Redmond,  that  a  connecting 
service  is  adequate  for  the  transportation  of  air  freight 
low  rates?  A.  That  depends  upon  various  factors. 

Q.  I  would  just  like  to  have  your  opinion  on  it.  A.  I 
can’t  express  it  without  conditioning  it  upon  the  various 
factors. 

In  so  far  as  shipments  requiring  full  planeload  capacity 
is  concerned,  I  think  that  the  transfer  involved  would 
make  the  connecting  service  less  desirable. 

However,  for  the  smaller  shipments,  where  the  transfer 
would  not  incur  any  particular  delay,  I  can  see  no  reason 
why  that  should  not  be  considered  fully  adequate. 

Q.  What  would  you  call  a  smaller  shipment;  a  2500- 
pound  shipment?  A.  No,  that  would  be  in  the  category 
approaching  a  planeload  lot. 
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Arthur  A.  Smith 


1877 

•  •  •  *  * 

L.  Walker  Boggs 
•  #  *  •  * 

1923 

•  •  •  *  • 

Cross  Examination 

By  Mr.  Grisard: 

•  •  •  •  • 


1924 

•  •  •  •  • 

In  other  words,  at  the  beginning,  where  the  schedule 
originates,  there  will  probably  be  one  plane  operating 
each  way  on  each  route.  It  will  stop  at  every  point  along 
that  route.  Now,  as  freight  is  generated,  and  second 
sections  are  added  on,  that  plane  will  fly  over  those  stops, 
picking  up  the  freight  where  there  is  the  larger  amount 
of  it. 

Q.  And  that  is  the  flexibility  you  want  in  the  certificate? 
A.  That  is  right;  to  be  allowed  to  pass  over  there.  In  other 
words,  in  returning  from  New  York  to  Dallas  if  the  air¬ 
craft  is  loaded  at  Atlanta  there  would  be  no  point  in  going 
via  New  Orleans. 

•  •  •  •  • 

1965 

•  •  •  •  • 

Arthur  A.  Smith 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Lloyd : 
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1969 

•  •  •  •  • 

In  an  effort  to  provide  the  Board  with  some  statistical 
measure  of  air  freight  potential  in  the  Lone  Star  territory, 
we  secured  by  direct  personal  contact,  by  mail  question¬ 
naire,  and  by  use  of  published  estimates  made  by  Air 
Cargo,  Inc.,  and  from  the  reports  of  the  Bureau  of  the  Cen¬ 
sus  and  of  the  Interstate  Commerce  Commission,  data  which 
wTe  summarized  in  Exhibit  41,  page  374.  Different  levels 
of  rates  were  assumed,  but  it  was  not  possible  to  assume 
degrees  of  other  patronage  factors.  We  found  that  at  a 
rate  of  20  cents  per  ton-mile,  a  total  of  269  tons  of  freight 
should  move  daily  over  the  Lone  Star  routes;  at  15  cents 
per  ton-mile,  631  tons;  at  12%  cents  per  ton-mile,  1,396 
tons;  at  10  cents  per  ton-mile,  2,568  tons,  and  at  8  cents 
per  ton-mile,  5,641  tons.  In  my  opinion  these  figures  are 
too  low.  They  do  not  reflect  shipper’s  familiarity 

1970  with  air  freight  service.  But  assuming  that  they  are 
accurate,  we  can  say  that  along  Lone  Star’s  routes 

there  is  enough  business  to  keep  flying  approximately  54 
DC-3  cargo  planes  daily,  at  a  rate  of  20  cents  per  ton- 
mile,  assuming  a  75  percent  load  factor,  an  average  haul 
of  1,000  miles,  and  average  daily  plane  utilization  of 
1,650  miles. 

i  •  •  •  • 

1994 

•  ••it 

Q.  On  page  397,  the  statement  is  made  that  Lone  Star 
will  offer  service  equal  to  air  express  service  to  100  pairs 
of  cities.  Will  you  please  explain  how  this  freight  ser¬ 
vice  of  Lone  Star  is  comparable  to  the  air  express  service 
to  these  cities?  A.  If  certificated,  1  think — or,  at  least,  it 
is  the  contention  of  the  company — that  there  will  be  just 
as  good  service  from  the  standpoint  of  patronage  factors : 
and  probably  a  little  better  service  with  respect  to  some 
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patronage  factors,  because  air  express  will  not  take  as 
large  volume  at  as  low  a  rate  as  would  an  air  freight  car¬ 
rier.  The  speed  would  be,  I  think,  as  good,  and  I  think  that 
the  rest  of  the  patronage  factors  would  be  met  as  fully 
as  they  are  met  by  air  express. 

Now,  the  hundred  cities  refers  to  all  possible  combina¬ 
tions  on  our  routes. 

Q.  Do  you  think  that  Lone  Star,  running  one  schedule 
a  day,  let’s  say,  from  New  York  to  Chicago,  can  offer  any¬ 
where  near  the  s^me  service  as  the  four  certificated  car¬ 
riers,  which  probably  run  70  or  80  schedules  each  day  that 
way,  and  can  pick  up  freight  on  10-minute  intervals? 
Where  is  the  comparison  there?  A.  Well,  I  think  Lone 
Star  is  hoping  to  grow,  and  I  will  admit  readily 
1995  that  at  the  moment  it  does  not  have  the  equipment 
to  take  care  of  all  the  business  that  we  even  think  is 
available  in  there,  even  to  Lone  Star.  And  I  am  guessing 
that  with  the  development  of  the  company  it  will  be  able  to 
put  on  the  additional  planes  and  the  additional  service, 
while  it  is  just  asking  for  a  certain  amount  here  now.  And 
that,  of  course,  is  not  fully  up  to  the  service  that  is  given. 
We  say  we  will  do  it. 

•  •  •  •  • 

2155 

•  *  #  •  • 

John  L.  Rhodes 

wak  called  as  a  witness,  and  being  first  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  Testimony 

The  Witness:  T  represent  the  Aviation  Committee  of 
the  Jacksonville,  Florida,  Chamber  of  Commerce,  and 
speak  for  2800  Jacksonville  businessmen. 

Our  city,  with  its  trade  area,  needs  full  and  adequate  air 
freight  service. 
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We  feel  that  such  service  for  us  will  also  benefit  the 
entire  Southeastern  Area,  as  well  as  being  an  essential 
and  important  part  of  any  air  freight  pattern  that  is  set. 
We  feel  this  way,  gentlemen,  for  several  reasons: 

First,  Jacksonville  is  very  important  as  an  industrial 
city.  In  this  connection  I  call  your  attention  herewith  to 
the  Economic  Survey,  issued  this  year  by  the  Jacksonville 
Chamber  of  Commerce  and  have  attached  to  this  statement 
a  copy  of  this  survey. 

Second,  Jacksonville  is  served,  as  a  focal  point  in  the 
Southeast,  from  all  inland  points  by  all  types  of  trans¬ 
portation.  We  now  have  service  by: 

4  scheduled  airlines 

7  scheduled  motor  freight  carriers 

5  railroads 

4  major  bus  lines 

Inland  and  deep  water  transportation 
2156  A  modern  highway  network 

The  Nation’s  largest  express  terminal 

Third,  Jacksonville’s  location  in  relation  to  the  South¬ 
east,  spotlight  it  as  the  natural  air  gateway  to  and  from 
Latin  America,  Africa  and  the  Far  East. 

Fourth,  Jacksonville  has  the  necessary  climatic  condi¬ 
tions  for  year-round  air  operations  as  shown  by  the  fact 
that  the  Navy  has  chosen  it  for  the  main  location  of  the 
permanent  year-round  Naval  Air  Advanced  Training  oper¬ 
ation  for  the  whole  country. 

Fifth,  Jacksonville  has  outstanding  airport  facilities. 
We  now  have  3  Municipal  Airports,  all  with  paved  run¬ 
ways  ranging  from  4,000  feet  to  7,200  feet  in  length.  I 
present  herewith  maps  of  these  fields  which  show  almost 
limitless  expansion  possibilities. 

There  is  no  chance  that  Jacksonville’s  Airport  System 
will  prove  inadequate  to  handle  any  future  developments 
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in  passenger,  freight  or  express  service.  This,  we  believe, 
is  a  matter  of  paramount  interest  to  all  parties  concerned 
with  this  hearing. 

Sixth,  Jacksonville’s  location  on  the  established  Fed¬ 
eral  Airways  System  of  air  navigation  aids  and  airway 
traffic  controls,  and  certificated  air  line  routes,  make  it  a 
natural  division  and  exchange  point  on  any  pattern  of 
national  air  freight  service  from  the  standpoints  of  air¬ 
craft  operation  and  maintenance  as  well  as  the  handling 
and  interchange  of  air  freight. 

Jacksonville  is  not  just  on  the  beaten  transportation 
track  as  a  way  stop.  It  is  not  at  the  end  of  any  one 
2157  track.  It  is  the  only  converging  point  where  all 
existing  and  future  logical  transportation  systems, 
national  and  international,  converge  to  and  from  the  South¬ 
east. 

We  know  that  the  Civil  Aeronautics  Board  will  thorough¬ 
ly  consider  and  decide  the  type  or  types,  and  pattern  or 
patterns,  for  air  freight  service,  both  national  and  inter¬ 
national,  wffiich  will  best  serve  the  public  and  promote  the 
development  of  air  commerce. 

Gentlemen,  our  strategic  location,  our  unexcelled  facili¬ 
ties  plus  the  full  protection  of  your  already  certificated 
routes  and  established  air  navigation  aids  point  to  Jack¬ 
sonville  as  the  logical  point  for  the  assembly  and  distribu¬ 
tion  of  air  freight  to  and  from  the  southeastern  territory 
and  world  markets.  We  firmly  believe  that  in  the  public 
interest,  your  Honorable  Body  and  the  air  carriers  will 
recognize  these  factors  of  location,  facilities  and  routes 
and  establish  Jacksonville  as  the  Key  Air  Freight  center 
for  the  Southeast. 

Our  past  record  in  the  development  of  airports  clearly 
indicates  that  our  future  policy  will  be  to  do  all  in  our 
power  to  develop  and  foster  the  expansion  of  aviation  in 
all  its  forms. 
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Please  don’t  give  us  an  “way  station”  status — but  look 
upon  our  city  as  the  key  to  the  air  freight  commerce  of 

the  future  in  the  Southeast. 

•  *  •  •  • 

2158 

•  *  •  •  • 

Joseph  L.  Stanton 

•  •  •  •  • 

Direct  Examination 

By  Mr.  Henderson  : 

•  *  •  •  • 

2161 

•  •  •  *  • 

Q.  As  I  see  it,  then,  your  position  is  that  the  public 
convenience  and  necessity  of  a  city  the  size  of  Baltimore 
requires  air  cargo  service  not  only  by  means  of 
2162  presently  certificated  air  carriers  engaged  in  both 
passenger  and  cargo  service,  but  it  also  requires  the 
services  of  strictly  air  freight  lines  to  all  important  busi¬ 
ness  centers  of  the  country?  A.  Yes,  that  is  so.  Of  course, 
with  the  stipulation  that  the  cargo  service  offers  regular 
and  dependable  service  and  meets  the  needs  of  the  ship¬ 
pers  as  we  see  them. 

Q.  You  are  contending,  then,  that  that  class  of  cargo 
service  is  the  most  satisfactory  class  of  service  to  ship¬ 
pers  generally,  or  would  be?  A.  Yes. 

Q.  What  have  you  to  say  as  to  the  other  class  of  cargo 
carriers?  Do  they  have  any  value  from  a  service  stand¬ 
point?  A.  Yes,  the  irregular  carriers  serve  a  definite 
value,  but  I  don’t  think  it  is  as  great  as  those  that  would 
operate  on  a  scheduled  basis,  and  they  would  have,  you 
might  say,  emergency  values  and  values  of  that  type. 

But  it  would  not  be  as  good  as  the  scheduled  operations. 
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2163 

•  •  •  •  • 

Q.  Now,  I  want  to  ask  you,  Mr.  Stanton,  in  view  of  these 
lists  of  commodities,  names  of  manufacturers,  exporters, 
and  importers,  and  numerous  other  lists  indicating  the 
intensity  of  manufacturing,  production,  and  distribution  of 
Baltimore,  do  you  feel  that  the  existing  pattern  of  certifi¬ 
cated  air  service  to  and  from  Baltimore,  which  has  been 
largely  built  on  passenger  potential,  is  by  any  means  ade¬ 
quate  to  satisfy  the  air  cargo  requirements  of  an  indus¬ 
trial  city  such  as  Baltimore?  A.  No.  In  the  past,  Balti¬ 
more  interests  have  demonstrated  to  the  Board  that 

2164  the  present  certificated  lines  are  not  sufficient — do 
not  offer  sufficient  service  to  meet  the  passenger 

potential. 

We  feel  they  certainly  will  not  meet  the  cargo  potential, 
which  we  think  and  believe  we  are  demonstrating  in  our 
exiiibit  is  much  greater. 

i  •  i  •  i 

2172 

•  •  •  •  • 

Clarence  J.  Muth 

•  •  •  •  • 

Direct  Examination 

By  Mr.  Bednarek: 

•  •  •  •  • 

Q.  In  cooperation  with  the  City  Attorney  of  the  City 
of  Milwaukee  and  the  Corporation  Counsel  of  the  Milwau¬ 
kee  County  Board,  and  the  Chairman  of  the  County  Board 
of  Milwaukee  County,  you  have  prepared  an  exhibit,  which 
lias  been  distributed  to  all  of  the  parties  of  record  in  this 
proceedings?  A.  The  exhibit  was  prepared  under  my  di¬ 
rection,  with  the  collaboration  of  five  department  heads 
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of  the  Association,  and  presented  to  all  the  interested  par¬ 
ties  in  the  case. 

2174 

•  •  •  •  * 

Now,  our  plea  for  direct  service  from  Milwaukee  to  the 
Metropolitan  areas,  with  which  we  share  the  greatest  com¬ 
munity  of  interest,  is  based  upon  a  handicap  under  which 
we  have  suffered  for  the  hundred  years  in  which  Milwau¬ 
kee  has  been  incorporated. 

Because  of  our  geographical  location,  immediately  on 
the  west  shore  of  Lake  Michigan,  it  has  been  necessary  in 
the  field  of  surface  transportation  for  us  to  continually 
waste  one  hundred  miles  of  travel  to  Chicago,  which  has 
been  the  focal  point  of  transcontinental  rail  transporta¬ 
tion;  and  we  see  in  the  field  of  air  transportation  an  op¬ 
portunity  to  bridge  that  lake  and  to  provide  Milwaukee 
with  direct  service  to  the  Eastern  Seaboard  and  to  the 
South  and  to  the  West  and  to  the  Northwest. 

And  we  sincerely  hope  that  the  pattern  which  the  CAB 
forms  in  the  field  of  air  transportation  will  not  be  a 
duplicate  of  the  pattern  in  surface  transportation,  in  which 
Milwaukee  has  been  a  satellite  to  Chicago. 

2199 

•  •  •  •  # 

Redirect  Examination 

2200 

By  Mr.  Bednarek: 

•  •  •  •  • 

Q.  Would  you  just  briefly  comment  on  Milwaukee  being 
the  distributing  point  and  the  focal  point  for  perishable 
and  dairy  products  coining  in  and  out  of  Wisconsin?  A. 

The  State  of  Wisconsin  is  served  by  three  primary  rail 

units  due  to  the  fact  that  we  have  had  no  scheduled  air 
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service  upstate,  namely,  Northwestern  Road,  Milwaukee 
Road,  and  the  Soo  Line. 

Milwaukee  is  the  focal  point  for  the  forwarding  of 
agricultural  products  from  the  entire  State  of  Wisconsin 
and  extending  up  into  the  upper  peninsula  of  Michigan. 
In  fact,  many  of  the  forwarding  agencies  in  the  rail  field 
for  the  State,  and  for  the  upper  peninsula,  are  in  Mil¬ 
waukee. 

2201  Then,  in  turn,  because  of  the  terrific  handicap  in 
surface  transportation,  Chicago  becomes  the  for¬ 
warding  focal  point  for  that  which  comes  from  Milwaukee's 
focal  point  and  the  Twin  Cities,  if  that  makes  any  sense, 
in  other  words,  Milwaukee  is  the  agricultural  product  for¬ 
warding  center  for  the  entire  State  of  Wisconsin,  and  it 
can  become  that,  and  will  become  that  for  air  freight  com¬ 
merce. 

Q.  And  if  we  get  the  direct  routes,  there  is  the  pos¬ 
sibility  of  that  business  expanding,  the  agriculture  and 
dairy  business  expanding  in  Wisconsin?  A.  Naturally, 
because  of  the  nature  of  dairy  products,  perishability, 
agricultural  products  of  the  State  of  Wisconsin  find  them¬ 
selves  at  the  head  of  the  list  of  air  freight  potentials  be¬ 
cause  perishability  is  one  of  the  factors  that  determines 
the  type  of  packaging,  determines  whether  or  not  food 
products  should  be  frozen  and  refrigeratored  and  so  forth ; 
and  we  see  a  great  possibility  for  agricultural  products  of 
the  State  reaching  points  four  or  five  or  six  hundred  miles 
beyond  the  State  in  the  same  time  that  they  now  reach 
the  Milwaukee  and  Chicago  market  for  fresh  fruits  and 
vegetables,  and  so  forth.  In  other  words,  we  could  extend 
Wisconsin's  agricultural  trading  area  many  hundreds  of 
miles  if  we  had  direct  air  freight  service  to  metropolitan 
areas. 
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Recross  Examination 
By  Mr.  Grisard: 

Q.  Do  you  know  whether  the  presently  certificated 
2202  carriers  carry  any  substantial  volume  of  air  freight 
from  Milwaukee  or  into  Milwaukee?  A.  Capital 
Airlines  has  been  carrying  air  freight,  has  one  representa¬ 
tive  designated  for  the  generation  of  air  freight  in  the  Mil¬ 
waukee  area.  He  can  generate  a  lot  more  air  freight 
than  PCA  can  carry  because  of  the  limited  amount  of 
equipment.  In  fact,  I  know  specifically  that  in  one  given 
month  the  amount  that  was  actually  carried  was  only  a 
small  fraction  of  that  which  he  had  generated,  and  much  to 
the  embarrassment  of  PCA,  some  of  that  freight  of  Mil¬ 
waukee  industries  had  to  be  shipped  to  Chicago,  and  rail 
to  Chicago.  How  it  went  from  there,  I  don’t  know. 

As  far  as  Northwest  Airlines  is  concerned,  until  re¬ 
cently  it  did  not  carry  a  great  volume  of  air  freight,  but  I 
understand  that  it  is  now  interested  in  generation  of  air 
freight. 

•  •  •  •  • 

2206 

•  •  •  •  •  * 

Lawrence  J.  Timmerman 

was  called  as  a  witness,  and  having  been  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Bednarek: 

•  •  •  •  * 

2207 

*  *  •  •  • 

Q.  Will  you  briefly  state  the  position  of  the  officialdom 
and  the  governmental  units  of  Milwaukee  area,  on  the  air 
freight  case? 
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2208 

•  •  •  •  * 

In  the  fall  of  1944,  Milwaukee  County  had  a  survey 
made  by  the  engineering  firm  of  Horner  and  Shifrin,  with 
reference  to  the  airport  needs  of  Milwaukee  County.  That 
report  is  very  complete  and  does  give  us  some  definite 
figures  on  which  to  base  our  determination  as  to  what  is 
going  to  be  required. 

*  •  •  •  # 


2209 

i  i  •  t  « 

I  also  had  a  tabulation  made  of  the  air  cargo  landings 
at  Milwaukee,  which,  of  course,  has  been  very  little.  And 
from  May  1,  1946,  to  November  1,  1946,  it  is  as  follows: 

During  the  month  of  May,  4  landings;  June,  1;  July,  2 
landings;  August,  2  landings;  September,  4  landings,  Oc¬ 
tober,  34  landings:  November,  through  November  19,  23 
landings.  In  other  words,  we  have  had  70  landings  in  a 
period  of  203  days,  which,  of  course,  doesn’t  speak  very 
well  for  what  Milwaukee  has  on  cargo  transportation. 

The  inference  might  be  that  there  isn’t  a  potential  for 
this  kind  of  transportation.  And  yet,  when  we  go  to  this 
Horner  and  Shifrin  report,  which  is  based  on,  I  believe,  a 
very  careful  survey  and  analysis,  they  state  in  their  report 
that  the  Milwaukee  major  transfer  field  should,  by 

2210  1960,  be  capable  of  handling  on  an  annual  average 
basis  820,000  passengers,  4,000  tons  of  mail,  and 

50,000  tons  of  commodities. 

•  •  •  i  • 

2214 

•  *  #  •  • 

By  Mr.  Keatinge: 

Q.  Mr.  Timmerman,  1  want  to  ask  you  one  ques- 

2215  tion  regarding  your  cargo  landings.  You  made  a 
statement  regarding  the  number  of  cargo  landings 


1921 


Excerpts  from  Testimony  of  Lawrence  J .  Timmerman 

which  have  been  made  at  Milwaukee  in  the  last,  1  think, 
six  months  that  your  figures  cover.  I  notice  that  those 
figures,  particularly  for  the  last  two  months  show  a  siz¬ 
able  increase  in  the  number  of  cargo  landings.  Could  you 
tell  us  by  whom  those  cargo  landings  have  been  made? 
A.  Yes,  1  can  give  you  that  detail.  I  had  this  detailed  in¬ 
formation  prepared  for  me  by  our  airport  manager. 

In  May  we  had  2  landings  by  San  Diego  Sky  Freight ;  1 
by  Zimel  Company;  1  by  American. 

In  June  we  had  1  landing  by  American. 

In  July,  2  by  Slick  Airlines. 

August,  2  by  Air  Cargo  Transport  Company. 
September,  3  by  Slick  Airlines,  1  by  PCA. 

October,  IS  by  Slick  Airlines ;  1  by  Air  Cargo  Transport 
Company;  4  by  PCA;  4  by  Bruning  Aviation;  6  by  Willis 
Air  Service;  1  by  Air  Borne  Cargo  Lines. 

Now,  this  is  November — through  November  19:  8  by 
Slick  Airlines;  3  by  Pennsylvania  Central;  3,  by  Willis 
Air  Service;  4,  by  United  States  Airlines;  1  by  Air  Borne 
Cargo  Lines;  1  by  Lone  Star  Air  Cargo;  and  3  by  Al¬ 
leghany  Air  Cargo.  That  makes  a  total  of  70  landings  for 
that  period  of  time,  commencing  ■with  May  1,  1946,  through 
November  19,  1946. 

Examiner  Cusick:  Mr.  Reilly. 

By  Mr.  Reilly : 

Q.  Mr.  Timmerman,  these  landings  you  speak  of,  were 
they  terminations  of  flights  from  other  cities?  A. 
2216  I  am  unable  to  state  whether  they  terminated.  I 
don’t  know. 

Q.  And  you  don’t  know  whether  they  picked  up  any 

cargo  from  Milwaukee  and  transported  it  to  other  cities — 

A.  Unfortunately — 

* 

Q.  Any  of  these  flights?  A.  Unfortunately,  I  haven’t 
got  that  information. 
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2274 

•  •  •  •  * 

John  N.  Stone 

•  •  •  •  * 

2300 

•  •  •  •  * 

Cross  Examination 

By  Mr.  Gribbon: 

•  •  •  •  # 

2302 

•  •  i  •  • 

Q.  What  percentage  of  your  operations  have  been  be¬ 
tween  New  York  and  Chicago  1  A.  The  greater  percent¬ 
age  of  our  operations  have  been  out  to  the  Chicago  area; 
l  would  estimate  approximately  60  to  75  per  cent. 

Q.  What  percentage  between  New  Y'ork  and  St.  Louis f 
A.  About  20  per  cent. 

•  *  •  •  # 

2380 

•  •  •  •  # 

Donald  S.  Watson 

•  •  •  •  * 

2381  Direct  Examination 

By  Mr.  Page: 

•  •  •  •  • 

Q.  Will  you  state,  Dr.  Watson,  in  summary  form,  the 
studies  you  have  made  in  general  on  air  cargo  *  A.  I  spon¬ 
sor  2  exhibits, — Exhibit  13  and  Exhibit  14.  Exhibit  13 
deals  with  the  economic  characteristics  of  the  cities  on  the 
routes  applied  for  by  American  Air  Express  Corporation, 
and  with  some  of  the  economic  characteristics  of  the  states 
traversed  by  these  routes. 
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Exhibit  14  contains  an  estimate  of  the  traffic  potential 
for  the  country  as  a  whole  and  an  estimate  of  the 

2382  traffic  potential  over  the  routes  applied  for  by 
American  Air  Express  Corporation. 

In  summary  form,  my  conclusion  was  that  exclusive  of 
the  traffic  in  perishables  and  exclusive  of  parcel  post  the 
volume  of  air  cargo  traffic  in  the  period  1947  to  1949  will 
be  at  the  annual  rate  of  500  million  ton-miles  a  year. 

And  over  the  routes  applied  for  by  American  Air  Ex¬ 
press  Corporation,  and  including  the  eastbound  movement 
of  perishables  from  California,  and  including  a  figure  for 
parcel  post,  traffic  over  these  routes  would  be  at  least  431 
million  ton-miles. 

•  •  •  •  • 

Q.  Taking  first  your  country- wide  estimate  of  439  mil¬ 
lion  ton-miles,  Dr.  Watson,  how  did  you  arrive  at  that? 
A.  The  first  step  in  making  that  estimate  was  to  study  the 
growth  of  air  cargo  in  the  past.  On  pages  12  and  13  of 
Exhibit  AAE-14,  there  are  two  charts,  representing 

2383  substantially  the  same  thing. 

One  of  them  is  based  upon  an  index  prepared  by 
the  Department  of  Commerce,  and  the  other  uses  the  actual 
figures.  Those  charts  show  the  growth  in  the  movement  of 
commodities  by  aircraft  so  far  as  the  data  were  available. 

The  charts  also  show  the  appropriate  trend  line  in  each 
case. 

Now,  that  trend  line,  when  projected  to  the  postwar 
period,  shows,  for  the  year  1949,  that  the  volume  of  air 
cargo  movement  would  be  approximately  one  hundred  mil- 
lion  ton-miles.  At  the  present  time,  so  far  as  the  most  re¬ 
cent  CAB  figures  are  available — they  are  incomplete — tak¬ 
ing  the  figure  only  for  the  movement  by  the  certificated 
carriers,  the  recent  figures  would  seem  to  lie  on  the  trend 
line. 

Now,  for  the  year  1947,  as  I  just  said,  the  projection  of 
the  past  growth  gives  a  figure  of  100  million  ton-miles. 
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Those  data,  however,  must  be  understood  in  the  light  of 
the  80-cent  ton-mile  rate  which  prevailed  over  the  period 
for  which  the  data  hold. 

Therefore,  that  100  million  ton-mile  figure  means  that  in 
1949  we  could  expect  100  million  ton-miles  if — and  only 
if — the  SO-cent-a-ton-mile  rate  had  been  in  effect  all  along 
and  would  be  in  effect  for  the  next  three  years. 

So  therefore,  my  first  step  was  to  note  the  phenomenally 
rapid  growth  of  air  cargo  and  to  note  the  extent  to  which 
it  would  reach  even  that  SO-cent-a-ton-mile  rate. 

Then  the  next  step  was  to  examine  the  factors  which 
influenced  the  growth  of  air  cargo.  The  major  factor,  of 
course,  is  the  rate  factor.  During  the  last  year,  the 
2384  rates  for  carrying  cargo  have  been  drastically  re¬ 
duced.  It  is  probably  not  possible  to  say  what  the 
figure  is  at  the  present  time,  but  it  would  seem  to  lie  some¬ 
where  between  ten  and  twenty  cents  a  ton-mile;  which  is, 
of  course,  a  very  sharp  reduction  from  the  figure  which 
existed  over  most  of  the  period  of  the  past;-  namely, 
approximately  80  cents. 

Now,  with  rates  in  the  bracket  between  ten  and  twenty 
cents,  they  are  very  close  to  the  rates  for  the  first-class 
rail  express.  It  is  not  possible  to  give  a  single  precise 
figure  for  the  rates  of  the  Railway  Express  Agency,  but 
for  purposes  of  estimation  they  could  be  considered  to  lie 
in  the  neighborhood  of  16  cents. 

Therefore,  it  follows  that  air  cargo  rates  are  already 
very  close  to,  and  in  some  cases  lower  than,  and  in  others 
higher  than,  the  Railway  Express  rates. 

It  follows  from  that,  that  as  the  advantage  of  speed  of 
aircraft  is  taken  into  account,  and  as  the  air  carriers, 
certificated  and  uncertificated,  expand  their  sales  effort, 
a  considerable  diversion  of  the  traffic  from  railway  express 
can  be  expected;  not  all  of  it,  but  a  considerable  part. 

So  therefore  my  next  major  step  in  making  the  estimate 
was  to  make  an  analysis  of  the  volume  of  traffic  carried 
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by  the  Railway  Express  Agency,  and  make  an  estimate 
of  the  postwar  volume  of  such  traffic. 

To  get  an  opinion  as  to  the  probable  volume  of  postwar 
commodity  traffic,  I  relied  upon  an  extensive  study  of  the 
Interstate  Commerce  Commission,  and  from  that  I  drew 
the  conclusion  that  postwar  commodity  traffic  of  all  types 
would  be  about  50  per  cent  higher  than  traffic  in  1939. 

2385  So  therefore,  I  took  the  1939  Railway  Express 
figures,  which  apparently  are  the  only  ones  available,  and 
adjusted  them  to  the  postwar  period  by  increasing  by  50 
per  cent. 

Then,  taking  account  of  that  portion  of  the  Railway 
Express  traffic  which  moves  at  the  first-class  rate,  and 
taking  account  of  the  difference  between  the  railway  net¬ 
work  and  the  airway  network,  and  taking  account  of  the 
distance  factor,  I  came  to  the  conclusion  that  the  volume 
of  traffic  in  the  postwar  period  would  be  half  a  billion  ton- 
miles  a  year. 

•  •  •  •  # 

2386 

•  ••it 

Q.  In  this  overall  estimate,  you  made,  I  think  you  said, 
no  allowance  for  the  inclusion  of  perishables.  A.  Yes; 
not  at  this  point. 

Q.  Not  at  this  point.  Nor  did  you  take  into  account  the 
factors  that  might  be  considered  in  connection  with  the 
development  of  new  business;  is  that  right?  A.  Yes.  The 
five-hundred-million-ton-mile  figure  is  to  be  viewed  as 
conservative,  for  the  reasons  suggested :  namely,  that  per¬ 
ishables  are  not  allowed  for  in  that  figure ;  that  that  figure 
does  not  make  any  direct  or  specific  allowance  for  the 
creation  of  new  types  of  business,  nor  does  it  allow  for 
any  possible  diversion  from  other  types  of  surface  traffic, 
from  the  motor  carriers,  or  from  the  less-than-carload 
traffic. 

The  rates  applicable  to  LCL  traffic  and  to  motor  vehicle 
traffic  are  so  much  lower  than  even  the  lowest  existing  air 
rates  that  I  did  not  allow  for  any  diversion. 
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But  conceivably,  some  shipments  might  be  diverted  for 
particular  reasons  applicable  in  particular  cases. 

Q.  So  that  that  overall  figure  is  conservative  in  your 
opinion  for  those  reasons?  A.  Yes,  it  is. 

Q.  Now,  Doctor,  will  you  touch  upon  your  methods  in 
estimating  the  air  freight  potential  over  the  routes  pro¬ 
posed  to  be  served  by  American  Air  Express? 

•  •  •  i  • 


2387 

•  ••it 

I  used,  in  fact,  four  procedures,  each  one  of  which  gave 
an  estimate;  a  provisional  estimate,  as  I  called  it  in  the 
exhibits. 

So  I  have  four  of  these  provisional  estimates, — A,  B,  C, 
and  D. 

Q.  Those  are  shown  in  the  exhibit  ?  A.  Those  are  shown 
in  the  exhibit  at  length.  1  would  like  to  describe  them  very 
briefly.  The  first  one  was  based  upon  the  prewar  air  ex¬ 
press  movements. 

The  Railway  Express  Agency  published  some  figures  on 
the  interstate  shipments,  shipments  from  among  all  of 
the  states. 

Those  data,  together  with  my  five-hundred-million-mile 
estimate,  1  combined  to  arrive  at  a  provisional  estimate 
of  the  movement  between  cities.  1  had  to  adjust  the  state 
interstate  shipments  to  a  city  basis,  and  then  apportion 
the  movement  in  accordance  w’ith  the  overall  estimate 
which  1  made. 

In  the  second  place,  I  used  as  a  point  of  departure  of 
the  Evans  studies,  particularly  that  one  concerning  the 
answers  to  the  questionnaire  by  Detroit  manufacturers  as 
to  how  much  they  would  ship  to  San  Francisco  by  air. 

Q.  This  is  your  provisional  estimate  B?  A.  This 

2388  is  the  provisional  estimate  B.  That  procedure,  of 
course,  has  limitations  to  it,  but  it  represented  a 
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different  approach  to  the  problem,  so  I  applied  the  same 
proportion  to  the  other  cities,  adjusting  for  the  volume  of 
manufacturing  activity  in  each  city. 

In  the  third  place,  1  picked  up  and  used  some  informa¬ 
tion  made  public  in  the  Boston-New  Orleans  case  by  one 
of  the  carriers:  information  made  available  from  the 
studies  of  Air  Cargo,  Incorporated,  which  are  otherwise 
not  available. 

And  in  the  fourth  place,  simply  as  a  further  check,  I 
apportioned  the  five  hundred  million  ton-miles  of  traffic 
among  the  cities  on  the  routes  of  American  Air  Express 
Corporation  in  proportion  to  the  volume  of  manufacturing 
activity. 

Having  done  all  of  this,  having  in  most  cases  four  differ¬ 
ent  figures — 

Q.  That  is  C  and  D,  you  just  referred  to?  A.  A,  B,  C, 
and  D.  I  put  them  all  together  and  considered  each  of 
their  characteristics.  One  of  them  gives  an  eastbound  and 
a  westbound  flow,  some  a  two-way  figure,  one  only  a  west¬ 
bound  figure. 

One  of  them  probably  overemphasizes  the  distance  fac¬ 
tor.  Others  do  not  allow  for  it. 

Considering  all  of  them,  their  characteristics,  and  then 
using  my  judgment  as  an  economist,  I  arrived  at  the  final 
estimate,  which  is  given — I  have  forgotten  on  which  page 
of  the  exhibit. 

Q.  Page  33?  A.  Page  33  and  34  of  Exhibit  AAE-14. 

33  and  34  give  the  figures  of  my  estimate  on  the  city- 
2389  to-city  traffic. 

Now,  if  I  may  continue,  those  figures  do  show  a 
directional  imbalance.  Those  figures  show  that  the  west¬ 
bound  movement  is  twice,  almost  exactly  twice,  the  east- 
bound  movement.  But  those  figures  make  no  direct  allow¬ 
ance  for  perishables.  So  therefore,  I  addressed  myself 
next  to  the  question  of  the  traffic  in  perishables — not  all, 
but  only  those  from  California — and  I  set  myself  a  very 
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limited  objective  and  a  very  modest  objective  in  handling 
this  question,  and  therefore  did  not  have  to  encounter 
many  of  the  difficulties  of  analysis  and  estimation. 

My  objective  was  to  find  out  if  there  would  be  sufficient 
volume  of  traffic  in  perishables  to  give  a  balanced  east- 
bound  and  westbound  flow. 

I  obtained  from  consultation  with  officials  of  the  De¬ 
partment  of  Agriculture  a  list  of  fruits  and  vegetables 
which  in  their  opinions  could  be  considered  as  air  candi¬ 
dates. 

I  obtained  from  the  Department  of  Agriculture  the  vol¬ 
ume  of  movement  of  these  fruits  and  vegetables,  this  limi¬ 
ted  list  of  fruits  and  vegetables,  to  the  major  cities  on 
the  routes  of  American  Air  Express  Corporation;  not  all 
of  the  cities,  but  only  the  major  cities  for  which  data  are 
available. 

This  movement  for  1945  represented  nine  hundred  mil¬ 
lion  ton-miles.  Ten  per  cent  of  that — namely,  90  million 
ton-miles — would  be  required  to  balance  the  flow  east  and 
west. 

Ten  per  cent  of  a  limited  list  of  fruits  and  vegetables  is, 
I  should  say,  a  conservative  estimate.  In  sharp  contrast, 
nearly  one- third  of  all  the  fruits  and  vegetables  in  the  near 
future  will  move  by  air. 

2390  Ten  per  cent  of  the  limited  list  is,  I  should  say, 
much  more  conservative. 

Q.  And  that  would  balance  the  west-to-east  traffic  with 
the  east-to-west  traffic!  A.  Yes. 

•  •  •  •  • 

2391 

•  •  •  •  • 

Q.  Then,  just  summarizing  that  in  a  word  or  two,  to 
reach  your  conclusions — !  A.  My  conclusion  was  that 
over  these  routes  in  the  period  of  the  next  three  years, 
we  can  expect  a  volume  of  traffic  at  the  very  least  of  431 
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million  miles.  That  will  be  composed  of  about  55  million 
ton-miles  of  parcel  post  traffic :  90  million  miles  eastbound 
of  perishables  traffic;  the  rest  of  other  air  traffic. 

•  •  •  •  « 

2416 

•  •  •  •  # 

Cross  Examination 
By  Mr.  Kell: 

Q.  Dr.  Watson,  on  the  basis  of  vour  studies,  you  con¬ 
cluded  that  the  entire  country  will  develop  500  million  ton 
miles  of  freight  during  the  years  1947  to  1949.  Is  that 
correct?  A.  Yes,  on  a  conservative  basis,  and  excluding 
movements  of  perishables  and  excluding  parcel  post. 

Q.  Now,  you  have  arrived  at  that  by  increasing  by  5, 
or  multiplying  by  5,  the  actual  volume  of  air  express  that 
would  move  in  1945  on  the  basis  of  past  experience  at 
80  cents  a  ton  mile.  Is  that  correct?  A.  I  am  afraid  not. 
I  did  not  arrive  at  the  500  million  mile  figure  by  increasing 
the  100  million  ton  mile  figure,  but  I  arrived  at  the  500 
million  ton  mile  figure  independently,  and  the  100  million 
ton  mile  figure  independently,  and  then  I  compared  the 
two,  using  the  100  million  mile  figure  to  check  the  other, 
and  it  does  check  out,  because  it  represents  only  a  five¬ 
fold  increase. 

Q.  Is  there  any  relationship  between  that  increase  and  a 
reduction  from  80  cents  a  ton  mile  to  your  proposed 

2417  15  cents  a  ton  mile?  A.  I  assume  15  cents  a  ton  mile. 
There  is  this  relationship.  At  15  cents  I  arrived  at 

500  million  ton  miles.  At  100  million  ton  miles,  that  repre¬ 
sents  80  cents.  Therefore,  the  question  to  me  was,  is  this 
a  reasonable  relationship,  and  I  concluded  that  it  is,  and 
it  is  a  much  smaller  relationship,  a  five-fold  increase,  that 
that  assumed  by  many  others  in  making  estimates  which 
I  happen  to  have  seen. 
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Q.  To  be  sure  1  understand  you  now,  you  say  there  is 
a  relationship?  A.  Yes. 

Q.  Does  it  follow  that  the  reduction  of  rates  assures  a 
proportionate  increase  in  the  volume  of  business?  A. 
Yes. 

Q.  In  all  instances?  A.  Yes.  That  is,  a  general  eco¬ 
nomic  principle. 

Q.  Has  that  been  true  with  respect  to  the  surface  car¬ 
riers?  A.  Y"es.  There  was  a  study  made  of  the  rail  pas¬ 
senger  business  by  Beatrice  Aitchison,  for  the  Interstate 
Commerce  Commission,  in  which  that  same  principle  was 
worked  out  statistically  and  at  length.  There  is  no  ques¬ 
tion  about  the  principle,  that  the  reduction  in  rate  increases 
the  volume  of  a  service  demanded.  The  real  question  is 
how  much. 

Q.  Is  it  in  proportion?  A.  No.  That  always  depends 
upon  the  specific  factors  present,  and  with  reference 
2418  to  air  cargo  the  all-important  thing  is  the  competi¬ 
tion  from  rail  express.  If  you  have  any  service,  call 
it  “X”  at  one  high  price,  and  another  service,  call  it  “Y” 
at  a  lower  price,  and  if,  for  example,  the  price  of  “X”  is 
reduced  down  to  the  price  of  “Y,”  the  demand  for  “X” 
will  increase  far  more  than  proportionately. 

Q.  And  it  doesn’t  necessarily  increase  proportionately, 
then,  does  it?  A.  In  this  case  it  would  increase  far  more 
than  proportionately. 

Q.  In  other  words,  if  you  have  a  ten  percent  increase — 
A.  Decrease. 

Q.  — decrease  in  fares,  that  doesn’t  necessarily  mean 
there  will  be  a  10  percent  increase  in  volume,  does  it?  A. 
No.  If  there  is  a  closely  competing  service,  the  increase 
will  be  more  than  10  percent.  Now,  I  made  that  500  percent 
and  McDonald  &  Drew  in  the  Curtiss  Wright  study  made  it 
something  like  4,000  percent. 

Q.  One  further  question.  Do  your  exhibits  take  into 
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consideration  the  types  of  air  candidates  that  will  be  avail¬ 
able?  A.  No — 

Q.  Other  than  perishables?  A.  No,  they  do  not.  I 
worked  with  the  totals.  There  are  other  exhibits  which 
I  do  not  sponsor,  concerning  the  probable  movements  of 
specific  types  of  commodities  over  these  routes. 
2419  Q.  You  made  no  such  study  of  those  at  all?  A. 

Not  myself.  There  were  no  studies  made  by  these 
applicants  for  other  persons. 

•  *  •  •  # 

2423 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Reilly: 

2425 

*  •  •  •  « 

Q.  I  believe  that  you  have  predicated  your  estimates  on 
the  years  1947,  1948,  and  1949?  A.  Yes. 

Q.  What  is  your  opinion  of  the  amount  of  air  freight 
that  will  be  carried  in  the  years  after  1949?  Do  you  ex¬ 
pect  it  will  continue  at  the  same  rate  of  increase,  or  will 
it  drop  off  and  decrease?  A.  The  rate  of  increase  must 
begin  to  slow  down  sometime.  I  don’t  know  when.  I  made 
no  effort  to  ascertain  when.  The  rate  of  growth  of  any¬ 
thing  has  got  to  slow  down  sometime,  but  a  period  after 
1949,  is  so  far  in  the  future  that  any  effort  to  estimate  it 
would  not  be  valuable. 

Q.  But  you  do  not  know  whether  it  will  continue  at  the 
same  level  after  1949,  or  will  it  increase  or  decrease?  A. 
My  opinion  is  that  it  would  continue  to  increase  after  1949, 
probably  well  into  the  50’s. 

It  might  decrease  in  the  1940’s  in  a  depression  year. 
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2432 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Stroud: 

•  •  •  •  * 

2437 

•  •  •  •  • 

Q.  Dr.  Watson,  what  is  the  basis  for  your  assumption 

that  an  air  cargo  rate  of  15  cents  per  ton  mile  will  prevail 
in  the  period  from  1947  to  1949?  A.  The  15-cent  rate  is 
an  assumption,  for  the  sake  of  convenient  analysis.  It  is 
not  an  effort  to  predict  what  the  rate  will  be.  I  had  to 
make  some  assumption  as  to  what  the  rate  is.  Nowt,  for 
the  purposes  of  calculation,  and  again  for  the  sake  of 
convenience,  I  had  to  select  a  single  figure,  knowing  full 
well  that  any  one  carrier  will  always  have  a  complicated 
rate  structure,  and  several  rates  will  be  applicable  at  the 
same  time.  The  different  carriers  will  have  different  rates. 
At  the  present  time  rates  range  anywhere  from  less  than 
10  cents  to  more  than  20  cents.  So  that  I  selected  the  figure 
15  cents  as  being  in  my  opinion  somewdiere  in  the  middle, 
not  an  average,  a  calculated  average,  but  somewhere  in 
the  middle  of  the  existing  pattern  of  rates. 

•  •  •  •  • 

2441 

•  •  •  •  • 

Q.  Assuming  that  this  56-pound  shipment  "would  cost 
28  cents  per  ton  mile,  do  you  think  that  your  estimate  of 
the  diversion  of  15  cents  per  ton  mile  is  particularly  help¬ 
ful  in  estimating  the  amount  of  traffic  which  American  Air 
Express  may  generate?  A.  I  did  not  make  any  estimate 
of  the  traffic  of  American  Air  Express.  As  I  stated  before, 
I  realize  fully  well  than  any  one  carrier  willhave  rates 
differing  widely,  say  between  12  cents  and  25  cents  or  28 
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cents,  and  that  different  carriers  will  probably  have  dif¬ 
ferent  rate  structures.  At  any  one  point  of  time  you  could 
have  literally  hundreds  of  different  rates. 

Now,  for  the  purpose  of  an  estimate  such  as  mine,  a 
single  figure,  such  as  15  cents,  is  the  only  way  to 
2442  proceed,  knowing  that  some  rates  are  higher,  but 
realizing  also  that  other  rates  are  lower. 

1  could  be  criticized  on  this  ground  if  1  chose  a  rate 
which  was  utterly  implausible  or  unlikely.  The  rate  is 
only  an  assumption,  and  not  a  prediction.  Its  validity  de¬ 
pends  on  its  relation  to  the  existing  rate  structure. 

I  think  it  has  a  good  relationship  to  existing  rate  struc¬ 
ture.  1  know  that  some  rates  are  much  higher,  but  others 
are  lower. 

•  #  #  •  • 

2447 

•  *  #  #  # 

Cross  Examination 

By  Mr.  Grisard: 

•  *  *  *  * 

Q.  Do  you  think  that  the  present  rate  structures  are 
not  designed  to  promote  the  growth  of  air  transportation, 
and  will  there  be  later  a  contraction  of  the  industry  be¬ 
cause  of  the  present  rate  structure?  A.  My  own  opinion 
on  that  would  be  this:  That  the  present  rate  structure 
under  which  manv  of  the  non-certificated  carriers  are  los- 
ing  money  heavily,  is  probably  a  healthy  situation  in  that 
after  a  lapse  of  time  the  least  capable,  least  efficient  ones 
wdll  be  eliminated,  and  the  well-managed,  the  strong  com¬ 
panies  will  remain.  I  happen  to  believe  in  the  virtues  of 
competition  in  developing  an  industry,  and  I  think  that 
it  is  applicable  in  the  field  of  air  transportation.  The 
fact  that  many  of  the  carriers  at  the  present  time  are 

2448  losing  money  is  not  particularly  impressive  to  me, 
nor  is  it  a  case  of  an  unhealthy  situation. 
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You  have  a  new  industry  here  with  high  promise,  and 
as  usual,  many  people  enter.  Of  those  who  enter,  many  are 
not  particularly  competent.  They  are  weeded  out  and  the 
competent  ones  remain. 

The  alternative  process  is  for  somebody  to  select  the 
entrants  to  the  field.  I  don’t  think  that  any  alternative 
method  of  selection  can  work  as  well  as  the  force  of  com¬ 
petition. 

•  •  •  *  • 

2463 

•  *  *  •  • 

John  C.  Lambert 

•  •  •  *  • 


Direct  Examination 
By  Mr.  Page : 

•  •  •  •  • 

2476 

•  •  •  •  • 

Q.  Now,  on  the  proposed  operation,  Mr.  Lambert,  do 
you  consider  that  you  would  divert  freight  business  from 
other  certificated  carriers?  A.  I  don’t  think  we 

2477  would  divert  business  from  other  certificated  car- 
i  riers  in  the  sense  of  the  word  in  which  “diversion” 

is  used  in  the  airline  industry. 

I  do  think,  however,  that  we  will  very  definitely  divert 
quite  a  large  amount  of  freight  from  surface  carriers. 

I  think  it  has  already  been  pointed  out  that  over  the 
routes  for  which  we  have  applied  there  exists  something 
like  431  million  potential  ton-miles.  Based  on  the  sched¬ 
ules  which  we  have  projected,  on  the  75  per  cent  load 
factor,  we  anticipate  carrying,  of  that  431  million  ton-miles 
available,  only  30  million  ton-miles. 

And  I  think  in  the  ratio  that  is  provided  there,  it  can 
hardly  be  said  that  in  carrying  30  million  ton-miles  of  a 
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potential  431  million  we  would  be  diverting  air  freight 
from  some  other  air  carrier. 

I  might  add  to  that,  too,  that  in  the  instance  of  the 
certificated  air  carriers  I  think  perhaps  they  are  much 
too  interested  in  maintaining  their  passenger  and  mail 
loads  to  concern  themselves  at  the  present  time  too  much 
towards  the  subject  of  diversion. 

Q.  Diversion  of  air  freight  business!  A.  That  is  correct. 

Q.  That  relates  to  the  question  of  possibility  of  diver¬ 
sion.  Do  you  consider  that  you  will  be  in  competition  with 
a  certificated  carrier,  if  you  are  certificated?  A.  Yes.  In 
the  biggest  portion  of  the  route  for  which  we  have  applied, 
we  will  be  in  parallel  competition,  you  might  say,  with 
United  Air  Lines. 

However,  I  think  that  the  opinion  has  been  fre- 
2478  quently  expressed  that  competition  is  a  healthy 
form  of  exercise,  and  I  don’t  think  that  that  is  a 
question  for  us  to  decide. 

I  think  it  is  a  question  to  be  decided  by  the  Board  in 
the  best  interests  of  the  public. 

Q.  Would  you  say  that  that  competition,  such  as  it  may 
appear,  would  be  from  present  business  and  loads  car¬ 
ried,  or  from  new  business  developed?  A.  Of  the  busi¬ 
ness  that  we  have  carried  in  the  past,  by  far  the  greater 
part  has  been  from  shippers  who  are  shipping  by  air  for 
the  first  time. 

I  would  say,  therefore,  that  the  competition  would  come 
from  the  development  of  new  business. 
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2647 

•  *  *  *  * 

Vincent  P.  Conroy 

•  •  •  *  • 

Direct  Examination 
By  Mr.  Page  : 

•  *  *  *  * 

2670 

•  *  #  •  * 

By  Mr.  Page: 

Q.  What  factors  in  your  opinion  stimulated  the  incep¬ 
tion  and  development  of  the  air  freight  service  as  we  now 
regard  it!  A.  I  spoke  earlier  of  some  of  the  studies  and 
activity  on  the  part  of  the  certificated  operators  in  study¬ 
ing  the  future  potentials  of  air  freight  service.  At 
267)  that  time,  they  likewise  were  engaged  in  studies  of 
methods  of  handling  at  both  terminal  and  inter¬ 
mediate  stations.  Likewise,  they  placed  some  emphasis 
and  activity  on  the  building  up  of  staffs  to  study  this  ques¬ 
tion. 

However,  despite  these  steps  on  the  part  of  the  certifi¬ 
cated  operators,  I  think  without  any  question  of  a  doubt 
that  the  violent  development  and  growth  of  the  air  freight 
business,  the  credit  for  it,  must  go  to  the  non-scheduled 
and  contract  operators. 

While  they  may  not  have  created  the  start  or  future 
possibilities  of  the  air  freight  business,  nevertheless,  the 
single-minded  impulse  of  thought  that  resulted  in  these 
companies  springing  up  all  over  the  country,  the  tremend¬ 
ous  sales  coverage  they  generated  in  the  aggregate,  the 
concentration  on  the  development  of  one  type  of  traffic 
lias  without  question  shortened  the  period  of  incubation  of 
this  industry,  and  possibly  have  brought  about  develop¬ 
ments  which  might  have  been  many  years  in  development 
had  not  the  spur  of  this  situation  been  present  as  regards 
all  operators. 
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Q.  This  concentration  of  singleness  of  purpose  that  you 
mention,  do  you  consider  that  is  in  the  constructive  in¬ 
terests  of  the  development  of  air  freight,  and  for  the 
future?  A.  Well,  I  think  that  the  singleness  of  purpose 
has  probably  been  one  of  the  most  dynamic  reasons  for  the 
rapid  growth  of  the  industry.  With  a  single  objective  to 
work  toward,  and  the  refinement,  not  only  of  their  think¬ 
ing  but  activity,  based  on  this  one  type  of  traffic,  the  prog¬ 
ress  unquestionably  has  been  materially  greater 
2672  than  it  would  have  been  had  they  had  to  give  con¬ 
sideration  to  diverse  objectives. 

Q.  Then,  do  you  feel  that  this  will  be  a  continuing  fac¬ 
tor  in  the  attainment  of  the  potential  of  the  air  freight 
industry?  A.  Yes,  I  do.  I  feel  that  management  has  a 
certain  capacity.  They  can  spread  that  so  far  in  a  given 
period  of  time.  With  the  certificated  operators,  without 
question  who  are  going  to  make  much  progress  in  the  air 
freight  business,  I  sincerely  doubt  that  they  will  be  able 
to  effect  efficient  changes  in  development  as  rapidly  as 
concerns  which  concentrate  on  one  class  of  business  only. 

And  I  think  that  from  this  singleness  of  purpose,  you 
are  going  to  get  a  far  more  rapid  response  to  the  needs 
of  shippers,  in  the  development  of  markets,  than  you  are 
from  widespread  organizations  who  have  to  fulfill  the  obli¬ 
gations  of  a  multiple  type  of  service. 

•  •  *  •  • 

2719 

•  •  *  •  # 

Cross  Examination 

By  Mr.  Grisard: 

•  •  •  •  » 

2721 

•  •  *  •  • 

Q.  You  do  think  there  is  a  potential  in  air  freight  be¬ 
tween  New  York  and  Detroit  westbound?  A.  There  is 
no  question  about  it.  The  extent  of  it,  I  don’t  know. 
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Q.  And  do  you  think  you  will  participate  in  that  traffic? 
A.  Yes,  I  do. 

Q.  Would  the  same  be  true  as  to  westbound  movements 
from  Chicago  to  points  to  the  west,  such  as  Moline?  A. 
Yes,  Mr.  Grisard.  I  would  like  to  point  out  that  in  this 
study  in  Exhibit  No.  17,  Mr.  Ault  was  hampered  in  not 
being  able  to  put  his  hands  on  some  of  the  data  required  to 
get  the  flow  between  all  cities. 

Furthermore,  he  was  hampered  a  ltitle  bit  by  lack  of 
time.  So  that  he  took  the  points  of  major  potential  in  pref¬ 
erence  to  the  others,  because  he  didn’t  think  it  would  dis¬ 
turb  his  overall  potential  verv  considerable. 

2791 

•  •  *  •  # 

Steven  Kline 

•  •  #  *  « 

2S10 

•  *  •  *  * 

Cross  Examination 

By  Mr.  Gribbon: 

•  *  *  *  • 

2814-  Q.  Is  it  fair  to  say  that  an  assumption  of  your  vol¬ 
ume  estimates  is  that  the  cost  to  the  shipper  of  ship¬ 
ping  by  air  freight  is  approximately  the  same  as  the  cost  to 
the  shipper  of  shipping  by  either  rail  or  truck?  A.  I  can 
answer  that  best,  I  think,  by  saying  that  as  to  those  com¬ 
modities  which  we  have  listed  in  one  of  our  exhibits  as 
being  around  15  and  above  15  cents  a ‘ton-mile,  we  will 
compete  on  a  price  basis  for  those  commodities. 

Now,  there  certainly  are  a  lot  of  commodities  which 
move  today  at  a  lower  rate  and  which,  for  various  reasons 
enumerated  here,  we  hope  will  move  one  day  by  air.  And 
they  could  well  pay  a  higher  price,  taking  into  account  all 
the  different  factors  mentioned,  so  that  the  effective  rate 
would  be  comparable. 
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Q.  I  don't  quite  understand  that  the  effective  rate  would 
be  comparable.  A.  Well,  taking  into  account  that  our 
mileage  will  be  shorter,  that  the  amount  of  ice  necessary 
for  such  things  as  live  animals,  crabs,  some  of  the  shell 
crabs,  would  be  very  much  greater,  that  the  inventory  tie- 
up  might  become  insignificant,  that  the  apparel  business 
is  going  to  be  very  large:  all  those  various  factors  we 
believe  will  make  the  effective  rate. 

Q.  Considering  all  those  factors,  doesn't  your  estimate 
assume  that  the  actual  cost  to  the  shipper  of  shipping  by 
air  freight  will  be  approximately  the  same  as  the  cost  of 
shipping  by  either  trucks  or  railway?  A.  That  is  right. 

•  *  #  #  • 

2816 

•  #  *  •  • 

Cross  Examination 

By  Mr.  Verner: 

•  •  *  •  • 

Q.  Now,  in  connection  with  the  map  on  page  15,  which 
I  realize  you  aren't  sponsoring,  have  you  made  a  study 
which  would  indicate  the  relative  potentials  of  traffic  be¬ 
tween  the  various  points  here?  A.  We  show  in  later  ex¬ 
hibits  the  traffic  which  moves  between  the  various  points. 

Just  for  instance,  in  Exhibit  27,  page  15,  we  have  the 
stuff  which  moves  between  New  York  and  Pittsburgh,  New 
York  and  Indianapolis,  and  New  York  and  St.  Louis. 

Those  things  haven’t  been  cast  against  anything  else. 
We  don't  think  there  is  any  point  in  it.  These  are  broken 
down  by  segments.  It  is  all  there,  point  to  point. 

2817  And  if  we  are  interested  in  what  we  will  move 
between  Chicago  and  St.  Louis,  and  we  certainly 
were  when  we  set  up  the  route  for  that,  we  have  the  figures 
here. 

Q.  But  you  have  it  broken  down  by  various  types  of 
carriers  and  by  various  types  of  produce  in  your  exhibits. 
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A,  That  is  right.  We  have  it  by  type  of  carrier  and  by 
type  of  commodity. 

Q.  Now,  have  you  made  a  study  of  the  relative  strength 
of  the  various  segments  of  your  route?  A.  From  the 
economic  point  of  view,  no. 

Q.  You  aren’t  able  to  say,  for  instance,  of  the  percentage 
of  traffic  you  expect  to  attract,  how  much  will  flow  between 
New  York  and  Chicago,  percentagewise?  A.  Well,  we 
have  certainly  analyzed  the  figures  to  the  extent  that  we 
can  see  that  it  is  between  these  major  cities  that  the  vast 
majority  of  it  goes.  And  we  have  set  up  the  routes  which 
we  think  will  tap  the  greatest  potential. 

That  is  why  our  routes  move  as  they  do. 

Q.  And  what  load  factors  do  you  anticipate,  for  in¬ 
stance,  between  New  York  and  Chicago?  A.  Well,  the 
overall  load  factor  has  been  indicated,  I  think,  by  the 
President,  as  75  per  cent.  I  know  nothing  further  than 
that. 

Q.  I  understand  that.  Did  you  participate  in  a  deter¬ 
mination  that  that  load  factor  would  be  realized?  A.  I 
participated  only  to  the  extent  that  I  prepared  the  eco¬ 
nomic  exhibits,  and  the  potentials  were  given  to  the  op¬ 
erating  people  in  total,  and  entered  into  their  cal- 
2818  culations. 

Examiner  Cusick:  You  wouldn’t  know  what  the 
load  factor  was? 

The  Witness :  That  is  right. 

Mr.  Verner:  May  I  ask  just  one  more  question  on  that? 

Examiner  Cusick :  Certainlv. 

Bv  Mr.  Verner: 

Q.  You  have  not  determined  on  your  own  account  what 
the  load  factor  they  can  reasonably  expect  is?  A.  No. 

Q.  Will  you  turn,  please,  to  page  1  of  MA-20?  In  the 
last  sentence  on  that  page,  you  list  a  number  of  perish¬ 
ables.  I  wonder,  if  you  have  considered  them  specifically, 
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if  you  could  relate  those  to  any  particular  portions  of  the 
routes?  A.  Well,  they  are  related  to  the  routes  in  the 
carload  studies,  which  are  broken  down  by  commodities. 
We  have  the  breakdown  by  commodities  herein.  And  they 
show  the  amounts  of,  just  for  example,  let  us,  that  moves 
between  the  various  cities  on  our  route. 

Now,  many  of  these  things  don’t  move  at  all,  and  in  so 
far  as  they  don’t  move  by  rail  we  are  making  no  assump¬ 
tion  that  they  will  move  by  air.  But  our  selection  of  the 
commodities,  of  all  the  things  that  move  by  rail,  was  based 
on  the  fact  that  these  were  the  kinds  of  things  which  could 
sustain  a  high  rate.  We  picked  them  on  that  basis. 

That  doesn’t  mean  they  all  move  in  our  particular  area. 

•  •  •  *  • 

2871 

•  •  *  •  • 

W.  C.  Rockefeller 

was  called  as  a  witness,  and  being  first  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Craven : 

•  •  *  •  * 

2872 

•  •  •  •  * 

The  Witness:  I  am  sponsoring  Exhibits:  CEA-200 
through  CEA-219 ;  CEA-300  through  CEA-361;  CEA-399.1 
and  Supplemental  Exhibits  CEA-399.7  and  CEA-399.8, 
jointly  with  Mr.  Adams;  CEA-400  to  472,  inclusive,  jointly 
with  Mr.  Adams;  CEA-519  through  CEA-521;  CEA-605; 
and  detailed  calculations  involved  in  CEA-608  through 
CEA-636. 

2873 

•  •  •  •  • 

It  is  believed  that  these  exhibits  are  almost  entirely 
self-explanatory.  Particular  attention  should  be  directed 
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to  Exhibit  CEA-215  which  summarizes  the  importance 
economically  of  the  areas  concerned  as  measured  by  the 
various  indices  used. 

As  demonstration  of  the  fact  that  these  areas  cover  a 
major  share  of  the  economic  activity  of  the  Nation,  it 
should  be  noted  that  those  areas  include  nearly  58  per 
cent  of  the  retail  sales  of  the  Nation,  74  per  cent  of  the 
wholesale  sales  and  67  per  cent  of  the  manufacturing 
volume. 

Obviously  areas  covering  such  a  large  share  of  the 
economics  of  the  Nation  would  originate  or  terminate  much 
of  the  traffic  of  the  Nation. 

Exhibits  CEA-216  through  CEA-219  offer  a  further 
demonstration  of  the  related  interest  between  the  various 
areas.  These  exhibits  were  prepared  on  the  basis  of  the 
net  shipping  origin  or  termination  of  rail  freight  for  the 
various  railroad  regions. 

Obviously  there  would  be  a  greater  actual  origin  and 
termination,  which  left  or  came  into  the  region,  than  the 
net  shown.  However,  the  statistics  are  not  made  up  in  such 
a  way  that  the  higher  figuie  can  be  determined. 
2874  It  should  be  noted  that  of  the  foodstuffs  which  are 
included  are  those  which  are  possible  air  freight 
potential.  Unquestionably  there  are  many  items  within 
the  commodities  transported  by  rail  freight  which  have 
potential  but  which  cannot  be  included  because  of  the  type 
of  breakdown  made  in  reporting  the  commodity  traffic  to 
the  ICC. 

Similarly,  when  including  all  manufactures,  there  would 
be  many  which  would  not  be  suitable  to  air  freight.  Here 
again,  the  subdivision  statistically,  as  presented  by  the 
ICC,  is  not  suitable  as  a  breakdown  into  those  items  which 
would  be  suitable  air  freight  traffic  and  those  which  would 
not.  The  data,  therefore,  should  more  properly  be  used  to 
establish  the  general  nature  of  the  flow  of  the  various  com¬ 
modities.  This  is  demonstrated  on  the  charts  in  Exhibits 
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CEA-218  and  CEA-219.  As  a  general  observation,  it  should 
be  noted  from  Exhibit  CEA-218  that  the  flow  of  perishables 
is  generally  east  and  north,  while  that  of  manufacturers  is 
generally  west. 

On  the  charts,  it  should  be  pointed  out  that  the  position 
of  the  circles  shown  within  each  region  has  not  particular 
significance. 

The  ICC  statistics  do  not  provide  a  breakdown  smaller 
than  the  region.  However,  it  should  be  noted  that  in  the 
case  of  perishables,  for  instance,  the  majority  of  such 
perishables,  originating  in  the  Central  Western  region, 
originate  in  California.  Except  in  this  instance,  the  charts 
are  not  designed  to  convey  a  localization  of  the  origin 
within  a  region. 

The  material  in  Exhibits  CEA-300  through  CEA- 
2875  361  is  fairly  voluminous  in  terms  of  statistical  ma¬ 
terial  presented.  However,  the  points  brought  out 
by  those  exhibits  may  be  summarized  rather  briefly.  They 
are  as  follows : 

1.  In  the  past  it  has  been  effectively  demonstrated 
that  a  new  form  of  transportation  can  provide  im¬ 
portant  penetration  of  the  old  and  established  form. 

This  is  particularly  well  demonstrated  in  the  case 
of  the  passenger  business  in  Exhibits  CEA-301 
through  CEA-316,  which  show  that  the  bus  and  private 
automobile  penetrated  severely  into  the  railroad  pas¬ 
senger  business. 

Such  a  conclusion  has  been  well  recognized  by  all. 
However,  Exhibit  CEA-316  shows  that  the  penetra¬ 
tion  of  bus,  alone,  into  the  railway  passenger  traffic, 
rose  from  approximately  10  per  cent  in  1923  to  60 
per  cent  in  the  years  just  prior  to  World  War  II. 

2.  The  same  exhibits  demonstrate  that  a  new  form 
of  transportation  will  also  generate  considerable 
traffic  which  previously  had  not  been  carried  by  the 
older  form  of  transportation. 
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This  is  especially  evident  by  reference  to  Exhibit 
CEA-307  which  shows  that  from  1920  to  1941  the 
intercity  auto  passenger  miles  rose  from  7  billion 
to  24S  billion,  while  during  the  same  period  the  rail¬ 
road  intercity  passenger  miles  diminished  only  15 
billion.  Also,  during  the  same  period,  intercity  bus 
passenger  miles  rose  from  under  3  billion  to 

2876  nearly  14  billion.  The  generation  is  thereby 
evident. 

3.  Penetration  of  freight  traffic  by  new  forms  of 
transportation  has  also  occurred  in  the  past.  Ex¬ 
hibits  CEA-321  through  CEA-336  demonstrate  the 
his  ton'  of  such  penetration  of  railroad  freight  traffic 

bv  truck  lines. 

* 

'  Exhibit  CEA-331  shows  that  this  penetration  in¬ 
creased  from  2.35  per  cent  to  approximately  6  per 
cent  between  1929  and  1941. 

The  penetration  by  the  truck  carriers  increased  at 
a  fairly  steady  pace  during  that  period  in  spite  of 
the  fact  that  the  ton-mile  rates  by  the  truck  carriers 
considerably  exceeded  the  average  rate  for  railway 
freight.  Thus,  a  new  carrier,  although  charging  higher 

1  rates,  penetrated  the  old  to  a  substantial  degree. 

4.  In  Exhibits  CEA-321  to  CEA-361,  inclusive, 
projections  have  been  made  of  the  various  types  of 
property  traffic  in  order  to  form  the  basis  of  the 

1  analysis  of  future  penetration  by  air  freight. 

Such  property  traffic  includes  railway  freight,  rail¬ 
way  express,  truck  and  parcel  post.  The  results  of 
these  projections  are  summarized  briefly  in  column 
2  of  Exhibit  CEA-399.1. 

Exhibit  CEA-399.1,  in  addition  to  summarizing  the  esti¬ 
mated  property  traffic  by  the  various  forms  of  existing 
carriers,  also  shows  the  estimate  of  the  penetration  and 
generation  in  that  traffic  by  air  freight. 

2877  Obviously  the  percentage  shown  in  column  3  can 
only  be  estimated  on  the  basis  of  the  analysis  of 
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past  experience.  I  believe,  however,  that  these  estimates 
of  the  degree  of  penetration  are  reasonable.  Moreover, 
the  total  air  cargo  ton-mile  potential  of  5.6  billion  shown 
at  the  bottom  of  column  5,  can  be  broadly  checked  through 
the  use  of  Exhibits  CEA-399.7  and  CEA-399.8. 

These  latter  exhibits  show  in  tabular  and  chart  form 
the  relationship  between  volume  and  rate  for  the  various 
forms  of  transportation  of  property. 

The  data  fits  surprisingly  well  into  a  definite  trend, 
and  the  maximum  variation  from  that  trend  is  considerably 
less  than  most  would  suspect. 

On  the  chart,  in  Exhibit  CEA-399.8  is  shown  the  air 
cargo  potential  of  5.6  billion  associated  with  the  corres¬ 
ponding  rate  of  12  cents  per  ton-mile.  This  point  fits 
remarkably  well  within  the  range  of  the  historic  date. 

Therefore,  the  air  cargo  potential  noted  can  be  regarded 
as  a  real  possibility.  It  should  be  emphasized,  however, 
as  has  been  noted  throughout  the  exhibits,  that  such  a  po¬ 
tential  can  only  be  attained  through  an  intensive  develop¬ 
ment  and  educational  program  showing  the  advantages 
and  economies  of  shipping  freight  by  air. 

It  involves  considerably  more  than  simply  providing 
the  service  and  allowing  the  traffic  to  fall  into  the  oper¬ 
ator’s  lap.  Before  such  a  potential  can  be  developed, 
considerable  research  must  be  made  into  methods  of  pack¬ 
ing,  loading  and  distributing,  as  well  as  the  requirements 
of  the  various  commodities  when  in  transit. 

2878  Such  requirements  will  unquestionably  be  found 
to  be  vastly  different  in  most  cases  than  those  inci¬ 
dent  to  transport  by  surface  means.  Only  a  progressive 
program  of  development  can  disclose  suitable  solutions 
to  the  problems  involved  and  it  will  require  concentrated 
effort  to  accomplish  this. 

I  am  also  sponsoring  the  detail  of  the  calculations  in¬ 
volved  in  the  preparation  of  the  financial  forecast  in  Ex¬ 
hibits  CEA-608  through  CEA-636.  Every  effort  has  been 
made  to  include  as  much  of  the  detailed  work  sheets  as 
is  practicable. 

•  •  •  •  • 
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2890 

•  •  •  •  • 

Q.  Before  you  come  to  that  exhibit,  I  want  to  ask  you 
one  more  question: —  A.  Yes? 

Q.  The  percentages  which  are  shown  in  column  3,  of 
399.1—  A.  Yes? 

Q.  — They  are  judgment  figures  based  on  consid- 

2891  erations  you  have  named,  and  to  a  certain  extent 
upon  past  experience;  is  that  not  true?  A.  That  is 

correct 

Q.  As  shown,  for  example,  as  to  trucks  by  Exhibit  341? 
A.  That  is  correct. 

Q.  By  busses,  316?  A.  That  is  correct. 

Q.  And  other  exhibits?  A.  Yes,  sir.  As  to  the  penetra¬ 
tions  shown,  for  instance,  by  the  trucks,  it  may  be  remem¬ 
bered  from  my  previous  testimony:  Trucks  had  succeeded 
in  diverting  slightly  more  than  6  per  cent  of  the  railway 
freight  traffic  by  the  year  1941.  Thus,  a  5/10ths  of  1  per 
cent  diversion  of  the  railway  freight  traffic  does  not  seem 
unreasonable  when  viewed  in  those  terms. 

Similarly,  the  5  per  cent  penetration  and  generation  of 
truck  traffic  also  does  not  seem  unreasonable. 

Now,  it  might  be  pointed  out  there  that  these  figures 
are  often  times  difficult  to  visualize ;  when  we  are  probably 
much  more  likely  to  be  familiar  with  passenger  miles. 

Keeping  in  mind  that  a  passenger  with  his  baggage 
weighs  an  average  of,  let’s  say,  200  pounds,  as  compared 
to  the  ton  of  two  thousand ;  5.6  billion  ton-miles  is  equiva¬ 
lent  to  56  billion  passenger-miles  from  a  weight  standpoint. 
This  is,  of  course,  a  substantial  figure. 

Q.  How  does  that  compare  with  the  passenger-miles  of 
the  present  operations  of  the  airlines?  A.  The  passenger 
miles  of  the  present  domestic  certificated  airlines 

2892  will  average  approximately  5.8  billion  during  the 
current  year,  by  the  time  the  year  is  completed. 


1947 


Excerpts  from  Testimony  of  W.  C.  Rockefeller 

Q.  Does  that  mean  that  the  estimated  potential  air 
miles  in  column  5  will  be  substantially  the  same  as  the 
passenger  traffic  in  terms  of  ton-miles'?  A.  No,  it  means 
approximately  10  times  that  of  freight. 

Q.  I  wasn’t  sure  you  had  your  decimals  in  the  right 
place.  A.  Yes,  it  would  compare:  56  billion  passenger 
miles  or  an  amount  equivalent  to  56  billion  passenger 
miles,  for  the  air  freight,  as  compared  with  5.8  billion  for 
the  passengers. 

Q.  What  have  you  to  say  about  Exhibit  399.8?  A.  As 
I  mentioned,  it  is  important  to  get  some  independent 
check,  if  possible,  of  the  volumes  which  are  determined  in 
a  manner  such  as  in  Exhibit  399.1,  just  discussed. 

For  that  purpose,  Exhibit  CEA-399.8  has  been  prepared. 
The  data  used  in  the  preparation  of  this  exhibit  is  the 
preceding  exhibit,  399.7. 

You  should  note  in  examining  this  exhibit,  that  the 
plot  is  one  using  a  logarithmic  scale  in  both  directions. 
That  is  obviously  a  necessity  for  such  a  plot,  due  to  the 
tremendous  range  of  the  figures  considered. 

Now,  this  chart  in  Exhibit  CEA-399.8  plots  rate  per 
ton-mile  vs.  volume  in  ton-miles  in  an  attempt  to  obtain 
a  correlation  between  these  two  factors. 

2893  Now,  it  should  be  borne  in  mind  that  this  con¬ 
siders  only  the  one  factor  which  influences  volume; 
that  is  rate,  and  therefore  economy.  There  are  many 
others.  Thus,  in  the  case  of  air,  the  benefit  in  terms  of 
speed  obviously  would  tend  to  increase  the  potential  cor¬ 
responding  to  a  correlation  considering  rate  only.  As  to 
a  comparison  of  this  particular  correlation,  then,  if  you 
examine  the  small  circles,  you  find  data,  which  is  1941 
data  entirely.  These  were  actual  volumes  and  actual  rates 
in  effect  in  that  year. 

The  types  of  traffic  considered  and  plotted  in  this  ex¬ 
hibit  are  railway  freight,  having  obviously  the  highest 
volume,  and  then  rail  LCL,  rail  express,  fourth-class  mail, 
and  finally  air  express,  having  the  far  lowest  volume. 
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The  correlation  among  these  various  types  of  trans¬ 
portation  is  rather  remarkable,  considering  the  differences 
in  the  manner  in  which  the  traffic  is  carried,  and  so  forth. 

It  is  clear  that  the  dashed  line  drawn  in  the  chart  rea¬ 
sonably  represents  the  trend  established  by  those  points. 

Now,  it  will  be  noted  that  there  is  some  variation  from 
this  so-called  trend  line.  For  instance,  rail  LCL  appears 
below  the  line,  apparently  having  volume  less  than  that 
indicated  by  the  correlation. 

On  the  other  hand,  truck  shows  substantially  higher  than 
the  amount  indicated  by  the  trend. 

You  will  note,  in  the  double  circle,  along  side  of  which 
is  the  note,  “estimated  air  cargo  maximum  potential,” 
the  figure  shown  there  is  this  5.6  billion  ton-miles  to  which 
we  have  been  referring. 

That  is  plotted  against  the  point  on  the  chart 
2894  wffiich  corresponds  to  12  cents  per  ton-mile.  When 
this  point  is  examined  in  terms  of  truck,  it  seems 
evident  that  the  agreement  is  entirely  reasonable. 

Furthermore,  when  examining  the  point  for  air  express 
in  1946,  fiscal  1946,  it  is  evident  that  that  also  shows  sub¬ 
stantially  higher  potential  at  its  rate  than  would  be  indi¬ 
cated  by  the  trend. 

On  this  basis,  then,  it  would  appear  that  an  overall 
potential  of  air  freight  of  5.6  billion  ton-miles  is  a  reason¬ 
able  figure. 

I  should  point  out,  however,  that  such  potential  cannot 
be  converted  into  reality  by  simply  allowing  it  to  drop 
into  the  operator’s  lap.  It  is  a  potential  which  must  be 
developed  through  intensive  development,  intensive  effort 
and  research. 

Thus,  the  attainment  of  such  potential  may  well  take 
some  time ;  and  that  time  wall  be  inversely  proportional  to 
the  effort  spent  in  developing  it. 
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2911 

•  •  •  •  • 

Q.  What  have  you  from  the  standpoint  of  your  forecast 
of  the  company’s  expected  revenues  and  costs  on  this  sub¬ 
ject?  A.  One  of  my  staff  was  requested  by  California 
Eastern  Airways  to  prepare  a  budget  covering  the  coming 
eight  months,  that  is,  the  eight  months  following  October, 
1946.  This  budget  was  prepared  for  operating  use,  one 
which  could  direct  their  effort.  The  results  of  that  fore¬ 
cast,  or  projection,  as  it  might  be  called,  are  shown  in  ex¬ 
hibits  CEA  521.2,  and  521.3. 

Q.  Is  this  one  of  the  exhibits  which  was  done  by  your 
staff  under  your  direction?  A.  That  is  correct. 

2912  Q.  Have  you  examined  it  to  see  ■whether  it  is 
correctly  prepared?  A.  I  have. 

Q.  Is  it  correct?  A.  It  is. 

Q.  W7ill  you  proceed?  A.  It  is  here  that  I  must  intro¬ 
duce  the  figure  which,  the  only  figures,  -which  are  not  showm 
in  this  group  of  exhibits,  in  order  to  make  parallel  calcu¬ 
lations  to  that  just  described. 

Q.  The  previous  figures  are  all  calculated  from  the  face 
of  the  exhibit?  A.  They  are. 

Q.  Although  not  stated  on  the  face  of  the  exhibit?  A. 
That  is  correct. 

In  this  particular  exhibit,  CEA-521.2,  we  need  only 
add  the  estimate  for  the  month  of  February,  1947,  as  to 
the  ton  mile  volume  anticipated  during  that  month.  This 
estimate  is  942,760  ton  miles.  We  must  also  add  the  same 
figure  for  the  month  of  June,  1947.  The  figure  is  1,030,900 
ton  miles. 

Now,  using  these  figures,  together  with  those  which 
already  appear  in  the  exhibits,  the  estimated  cost  per  ton 
mile  for  the  cargo  transportation  for  the  month  of  Febru¬ 
ary,  is  13.2  cents  per  ton  mile.  For  the  same  month,  the 
estimated  revenue  is  13.5  cents  per  ton  mile,  or  a  profit 
of  .3  cents  per  ton  mile. 
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Q.  That  is  for  the  month  of  February?  A. 

2914  February. 

For  the  month  of  June — 

Q.  Was  that  based  on  the  assumption  that  the  traffic 
will  increase?  A.  It  is. 

Q.  As  rapidly  as  it  has  in  the  past?  A.  I  would  not  say 
as  rapidly.  To  compare  during  the  month  of  October, 
shown  in  the  supplementary  Exhibit  523,  there  was  643,000 
ton  miles  carried.  Four  months  later  is  shown  the  942,000 
ton  miles,  which  I  just  mentioned.  This  is  a  lesser  increase 
than  that  which  actually  occurred  over  previous  months. 

Q.  Is  that  calculation  based  on  the  company’s  own 
costs?  A.  It  is. 

Q.  Proceed.  A.  The  last  month  for  wffiich  the  projec¬ 
tion  was  made  was  the  month  of  June,  1947,  w’hich  showed 
a  cargo  expense  per  ton  mile  of  12.4  cents.  Cargo  revenue 
per  ton  mile  estimated  for  that  month  is  14  cents,  or  a  1.6 
cents  per  ton  mile  profit. 

It  might  be  noted,  then,  that  the  profit  or  loss  shows 
an  improvement  throughout  the  period,  and  a  consistent 
improvement. 

Q.  Mr.  Rockefeller,  this  cost  experience  reflects  opera¬ 
tions  with  few  planes,  does  it  not  ?  A.  It  does. 

Q.  The  figure  of  18.8  cents,  from  May  to  August,  can 
you  give  us  the  number  of  planes  that  were  operating  dur¬ 
ing  that  period?  A.  The  operation,  of  course,  began 

2915  with  one. 

Q.  That  is  in  May?  A.  That  is  right. 

Q.  When  did  they  get  the  second  one?  A.  I  can’t  tell 
you  the  exact  date.  By  the  end — by  August,  three  air¬ 
craft  had  been  obtained.  Therefore,  the  number  of  air¬ 
craft  in  operation  at  the  various  times — at  any  time  in 
between — lay  between  one  and  three. 

Q.  Do  they  expect  to  put  in  operation  a  fourth  plane? 
A.  They  do. 
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Q.  When  is  that  expected  to  go  into  operation?  A. 
Shortly  after  the  first  of  the  year.  1  believe  approximately 
the  first  of  February. 

Q.  And  the  estimated  costs  shown  by  Exhibit  521.2  as¬ 
sume  that  additional  equipment?  A.  That  is  correct. 

Q.  On  the  basis  of  this  experience,  what  is  your  opinion 
as  to  whether  California  Eastern  can  do  business  prof¬ 
itably  on  a  rate  level  of,  say,  from  12  to  14  cents  ?  A.  The 
exhibits  shown  and  extending  from  CEA-608  through  63G 
have  been  prepared  as  a  forecast  of  the  expenses  and  rev¬ 
enues  for  1948  and  1949,  as  proposed  in  this  proceeding. 
In  those  exhibits  the  costs  are  based  on  the  cost  experience 
of  California  Eastern  Airways  just  related,  and  are  in  full 
accordance  with  those  costs.  Furthermore,  that  cost  and 
revenue  forecast  proposes  new  DC-4  equipment  having 
higher  pay  load  carrying  capacity.  Thus  ton  mile  costs 
based  on  capacity  are  lower  than  now’  possible  with  the 
aircraft  now  in  operation  by  California  Eastern  Air- 
2917  ways. 

•  •  •  •  • 

Q.  I  had  asked  you,  and  I  don’t  know  whether  you  com¬ 
pleted  your  answer,  whether  in  your  opinion  California 
Eastern  can  do  business  profitably  on  a  rate  level  of  from 
12  cents  to  14  cents?  A.  Based  on  the  considerations  which 
I  have  just  outlined,  it  is  my  opinion  that  they  can. 

•  •  •  •  • 

2920 

•  •  •  •  • 

Q.  Pardon  me  just  a  moment.  Why  did  you  pick  out 
United?  Is  there  anything  peculiar  about  that?  A.  Well, 
it  is  interesting  to  note  that  the  32.9  cents  per  ton  mile  cost 
to  the  operator  is  a  figure  to  which  Mr.  Patterson,  Presi¬ 
dent  of  United  Air  Lines,  agrees,  and  he  has  stated  that  the 
company  would  have  to  have  33  cents  per  ton  mile  to  carry 
cargo  economically.  He  furthermore  stated  at  the  same 
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time  that  the  company  is  embarking  upon  a  19  cents  per 
ton  mile  cargo  rate  to  see  what  could  be  developed.  That 
statement  was  made  in  “American  Aviation  Daily,”  Febru¬ 
ary  4,  1946,  page  167. 

•  •  •  •  * 

2921 

•  •  •  •  • 

The  Witness:  The  agreement  between  the  33  cents  per 
ton  mile  of  Mr.  Patterson’s  statement,  and  the  32.9  cents 
per  ton  mile,  of  the  exhibit  CEA-525,  is  exceptionally  close. 

The  other  point  of  consequence  is  to  mention  that  the 
19  cents  per  ton  mile  rate  announced  at  that  time  represents, 
then,  a  14-cent  per  ton  mile  subsidy,  which  can  only  come 
from  the  passenger  service  or  the  mail  service. 

Now,  there  are  a  number  of  reasons  why  such  ton  mile 
costs  should  be  expected  in  the  case  of  the  presently  cer¬ 
tificated  air  lines. 

In  the  first  place,  those  air  lines  are  geared  up  to  a  pas¬ 
senger  business,  both  from  an  administrative  standpoint 
and  an  operating  standpoint.  They  represent  a  45-cent 
per  ton  mile  conception  and  organization.  Therefore,  they 
encounter  many  expenses  which  are  normal  in  passenger 
operation  which  would  be  called  extravagance  in  the  freight 
operation. 

•  •  •  •  • 

2924 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Page: 

•  •  •  •  • 

2931 

•  •  •  •  • 

Q.  399.1  is  sponsored  by  you?  A.  That  is  correct. 

Q.  Now,  if  I  understand  this  exhibit,  Mr.  Rockefeller, 
and  your  explanatory  reference  to  the  same  on  direct, 
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is  the  5.6  billion  ton  miles  which  is  the  overall  air  potential 
you  estimate  for  the  country  as  a  whole,  does  that  de¬ 
pend  to  a  very  large  extent  upon  diversion  of  50  per¬ 
cent  of  railway  express,  and  50  percent  of  parcel  post? 
A.  I  think  the  extent  to  which  it  depends  upon  it  might 
be  shown  by  the  fact  that — and  much  of  the  same  can 
be  applied  to  any  of  the  other  items,  as  a  matter  of  fact 
— suppose  that  percentage  of  air  cargo  were  reduced  to 
one-half,  it  would  still  not  affect  5.6  billion.  However, 
such  reduction,  I  would  not  believe  to  be  in  agreement  with 
the  indications. 

I  w’ould  be  in  firm  belief  that  the  50  percent  would 
be  a  reasonable  number  for  that,  and  would  not  be  subject 
to  reduction.  Railway  express,  and  particularly  first  class 
railway  express,  you  must  remember  on  the  basis  of  ton 
mile  rate,  moves  at  an  average  of  14.7  cents  per  ton  mile, 
based  on  air  distance.  Now,  in  this  proceeding 

2932  California  Eastern  Airways  proposed  rates  of  12 
to  15  cents  per  ton  mile  level  Under  those  circum¬ 
stances,  it  seems  clear  that  they  would  occupy  a  splendid 
competitive  position  to  penetrate  first  class  railway  ex¬ 
press. 

Q.  Was  some  computation  made  as  the  basis  for  the 
estimate  of  50  percent  diversion  in  those  two  cases?  A. 
As  I  stated,  those  are  necessarily  judgment  figures.  They 
are  based  upon  a  number  of  factors  which  I  believe  I  out¬ 
lined. 

Q.  Very  good,  sir,  I  just  wanted  to  be  sure  that  the  rec¬ 
ord  was  correct  on  that. 

•  •  •  •  • 

2933 

•  *  •  •  * 

Q.  Now,  is  there  any  relation  in  the  problem  of  achiev¬ 
ing  the  traffic,  actual  traffic  for  California  Eastern  which 
you  subsequently  estimate,  by  reference  to  a  distinction 
between  contract  carriage  and  common  carrier  carriage? 
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The  Witness:  All  of  the  traffic  estimates  made  in  this 
group  of  exhibits  are  on  the  assumption  of  California 
Eastern  Airways  as  a  common  carrier. 

•  #  •  •  • 

2936 

•  #  *  *  * 

Hairy  F.  Suiter 
•  *  *  *  * 

Direct  Examination 

By  Mr.  Bierma: 

Q.  Mr.  Suiter,  would  you  give  your  full  name,  address 
and  occupation,  please?  A.  My  name  is  Harry  F.  Suiter. 
I  reside  at  449  Central  Avenue,  Rahway,  New  Jersey,  and 
I  am  employed  as  traffic  manager  for  Merck  &  Company, 
Inc.,  of  Rahway,  New  Jersey. 

Q.  What  business  is  Merck  &  Company  engaged  in? 
A.  Primarily  in  the  manufacture  and  distribution  of  fine 
chemicals  and  drugs. 

Q.  How  long  have  you  been  connected  with  them?  A. 
Since  June  18,  1920. 

Q.  What  other  positions  do  you  occupy  in  the  drug 

2937  traffic  field?  A.  I  became  a  registered  practitioner 
before  the  ICC  back  in  1929.  During  the  war,  I 

served  as  a  transportation  consultant  and  advisor  to  the 
Chemicals  and  Drugs  Division  of  the  War  Production 
Board. 

I  am  Past  President  of  the  Industrial  Traffic  Committee 
of  the  New  Jersey  State  Chamber  of  Commerce,  and  at 
the  present  time  First  Vice-President. 

I  have  for  over  15  years  been  a  member  of  the  Manu¬ 
facturing  Chemists  Association  Traffic  Committee. 

Q.  Does  your  company  use  the  contract  air  freight 
service  of  California  Eastern?  A.  We  do. 
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Q.  Do  you  have  a  long-term  contract  with  them?  A.. 
Yes. 

Q.  Could  you  give  me  any  estimate  of  the  weekly  vol¬ 
ume  of  your  air  freight  shipments  via  California  East¬ 
ern?  A.  Oh,  in  excess  of  a  thousand  pounds  a  week. 

Q.  Would  you  explain  why  you  find  the  air  freight 
service  which  you  use  desirable  and  necessary  for  your 
particular  business?  A.  In  the  way  of  explaining  or 
answering  that  question,  1  would  like  to  make  the  state¬ 
ment  that  we  ship  thousands  of  shipments  each  month 
in  rail  express  service,  air  express  service,  and,  of  course, 
to  a  lesser  degree,  air  cargo. 

We  find  that  the  service  to  our  St.  Louis  branch  and 
Los  Angeles  is  far  superior  when  merchandise  is  moved 
via  California  Eastern  than  it  is  in  air  express  service 
or  railway  express  service.  There  are  certain  types 
2938  of  our  merchandise  which  we  have  to  move — 
because  of  Treasury  Department  regulations,  Nar¬ 
cotics  Division — via  express.  And  we  know  from  experi¬ 
ence  that  we  get  a  far  superior  service  from  California 
Eastern  than  W’e  do  from  air  express  service. 

Then,  too,  it  has  been  our  experience  and  continues  to 
be  our  experience,  that  there  are  those  shipments  we 
must  forward  by  air  express,  where  ships  are  grounded 
for  some  reason  or  other,  and  the  shipments  are  usually 
forwarded  on  land;  with  a  resultant  delay,  of  course,  in 
arrival  at  destination. 

It  is  because  of  no  negligence  on  our  part,  and  we  are 
able  to  develop  the  fact  that  our  air  express  shipments 
are  grounded  and  move  on  land  to  destination,  and  we 
then,  accordingly,  file  claim  with  the  express  for  refund  of 
the  difference  of  the  charges :  the  straight  air  express  from 
origin  point  to  destination  vs.  air  express  with  grounding 
and  rail  rates  beyond. 

There  is  also  one  other  thing  I  would  like  to  mention 
in  connection  with  express  shipments. 
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Q.  That  is,  air  express?  A.  Air  express,  yes. 

We  have  frequently  experienced  split  deliveries.  And 
when  that  occurs  in  the  drug  and  chemical  business,  it 
sometimes  holds  up  the  filling  of  orders,  because  it  is 
necessary  to  have  complete  lot  numbers  of  some  of  our 
articles  before  orders  can  be  filled. 

The  potency  of  the  drugs  varies  with  the  lot  numbers, 
and  unless  the  shipment  is  delivered  complete,  we  are 
estopped  from  filling  any  of  our  orders. 

2939  Q.  Would  you  say  that  your  use  of  this  air 
freight  service  is  on  account  of  temporary  or 
emergency  conditions,  or  do  you  think  you  have  a  per¬ 
manent  use  for  it?  A.  I  know  that  we  will  have  a 
permanent  use  for  it.  The  type  of  our  business  is  con¬ 
ducive  to  the  use  of  air  cargo  service. 

Q.  Wouldn’t  you  find  a  rail  express  service  adequate? 
A.  No,  sir. 

Q.  Would  you  explain  why  not?  A.  Well,  I  could  il¬ 
lustrate  by  taking  two  of  our  drugs, — penicillin  and 
streptomycin.  Penicillin  and  streptomycin  are  refriger¬ 
ated  at  our  main  plant  at  Rahway,  New  Jersey,  so  that 
for  the  purpose  of  transportation  it  will  remain  cool  for 
at  least  48  hours. 

We  know  from  experience  that  our  rail  express  serv¬ 
ice,  even  to  St.  Louis,  oftentimes  has  consumed  more 
than  4S  hours,  and  of  course  it  would  be  out  of  the  ques¬ 
tion  to  consider  rail  express  service  for  destinations  over 
a  thousand  miles. 

Q.  In  normal  times — and  by  “normal  times”  I  mean 
before  1941 — how  long  did  it  take  you  to  get  a  rail  ex¬ 
press  shipment  from  the  East  Coast  to  the  West  Coast? 
A.  Being  located  at  Rahway,  New  Jersey,  which  is  sort 
of  an  off-line  point  for  railway  express,  our  service  prior 
to  1941  would  run  from  seven  to  ten  days. 

There  is  one  exception  to  that,  however.  If  we  had  a 
volume  large  enough  to  warrant  trucking  into  New  York, 
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and  having  it  placed  in  a  special  express  ear,  we  would 
then  receive  a  four  to  five-day  service. 

2940  Q.  Has  your  company  been  solicited  at  all  by 
the  certificated  airlines  for  their  freight  service? 
A.  We  have,  but  very  infrequently.  I  was  reminded  of 
this  fact  not  so  long  ago,  when  I  came  across  a  file  which 
had  been  pending,  awaiting  the  arrival  of  a  representa¬ 
tive  of  one  of  the  larger  airlines,  for  the  result  of  an  analy¬ 
sis  which  he  asked  me  to  make. 

The  analysis  was  made  and  completed  in  three  or  four 
months,  and  they  still  have  not  followed  me  up  for  the 
information. 

Q.  Could  you  state  how  large  a  company  Merck  is ;  what 
its  gross  annual  sales  are?  A.  Our  gross  annual  sales  for 
1945  were  in  the  neighborhood  of  55  million  dollars,  and 
we  hope  this  year  to  go  above  70. 

Q.  Is  there  anything  you  wish  to  add?  A.  There  is  one 
observation  I  would  like  to  make,  and  that  is  this:  that  I 
wish  that  we  had  the  same  type  of  air  cargo  service  avail¬ 
able  to  all  of  the  principal  cities  in  the  United  States. 

•  •  •  •  • 

3026 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Peyser: 

•  •  •  •  • 

3033 

#  •  •  •  • 

Q.  Mr.  Rockefeller,  isn’t  it  a  fact  that  the  fruits  and 
vegetables  at  the  present  time  move  by  railway  express 
as  well  as  by  freight?  A.  I  am  sure  that  other  exhibits 
within  California  Eastern’s  exhibits  relate  to  that  fact. 
Yes. 


1958 


Excerpts  from  Testimony  of  Harry  F.  Suiter 

Q.  And  is  not  the  choice  between  movement  by 

3034  railway  express  and  freight  related  in  large  part 
to  the  difference  in  cost  between  the  railway  express 

and  the  freight?  A.  Certainly.  And  among  those  com¬ 
modities  which  move  both  by  rail  freight  and  railway  ex¬ 
press,  certainly  the  early  ones  which  would  be  penetrated 
by  air  would  be  those  moving  generally  by  railway  express. 
That  is  the  first  approach  that  would  be  made  to  the 
development  of  air  freight  business. 

Q.  So  the  penetration  of  the  air  potential  of  air  freight 
with  respect  to  fruits  and  vegetables  would  have  to  reach 
that  large  portion  of  the  traffic  that  is  now’  held  back  for 
the  lower  freight  rate,  as  compared  to  the  railway  express. 

The  Witness:  May  I  have  the  question  again? 
Examiner  Cusick:  Please  read  the  question,  Mr.  Re¬ 
porter. 

(Question  read) 

The  Witness:  Now,  that  is  another  matter.  You  will 
recall  that  in  the  early  part  of  the  testimony,  1  stated  that 
this  5.9  billion  ton-miles  w’hich  is  shown  in  Exhibit  CEA- 
399.1  did  not  form  the  basis  for  any  traffic  estimate  of 
California  Eastern  Airways.  This  was  rather  the  means 
by  w’hich  we  could  get  an  idea  of  the  possible  size  to  which 
this  industry  could  ultimately  reach.  And  it  should  be 
regarded  with  that  significance  only. 

•  •  •  •  • 

399.1,  is  in  no  way  used  as  traffic  upon  which 

3035  California  Eastern  Airways  must  depend  for  the 
operation  they  propose.  It  is  rather  a  measure  of 

the  possible  ultimate  importance  of  this  business.  When 
the  5.6  billion  ton-miles  could  be  developed  by  air  freight, 
I  can’t  tell  you.  It  wTould  be  in  response  to  the  emphasis 
placed  by  the  carriers  upon  such  development. 
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3071 

*  *  *  #  • 

Cross  Examination 

By  Mr.  Moye: 

*  *  *  *  • 

3092 

*  *  *  *  • 

Q.  I  am  correct,  am  I  not,  in  believing  that  California 
Eastern  has  shown  an  operating  deficit  every  month  to 
date?  A.  That  is  correct.  The  record  in  several  of  the 
exhibits  shows  that. 

Q.  I  am  also  correct  in  assuming  that — in  believing  that 
you  forecast  a  profit  under  your  proposed  operations.  Is 
that  correct?  A.  That  is  correct,  and  further  that  the 
•working  budget  of  California  Eastern  Airways  predicts 
a  profitable  operation  as  early  as  February  of  next  year. 

***** 

3185 

***** 

Ernest  Biehl 
***** 

Direct  Examination 

By  Mr.  Bierma : 

Q.  Will  you  state  your  name,  address,  and  occupation? 
A.  Yes.  It  is  Ernest  Biehl.  My  address  is  1450  Broadway, 
New  York  City,  and  I  am  connected  with  Eclipse  Fabrics 
Company,  Inc.,  at  that  address. 

Mr.  Moye:  I  didn’t  hear  the  company. 

The  Witness:  Eclipse  Fabrics  Company,  Inc. 

By  Mr.  Bierma: 

Q.  Would  you  explain  what  business  the  Eclipse  Fabric 
is  engaged  in?  A.  We  are  converters  of  rayon  fabrics, 
principally  linings. 
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Q.  In  connection  with  your  business,  have  you  had  occa¬ 
sion  to  use  the  air  freight  service  of  California  Eastern? 
A.  Yes,  we  have. 

Q.  Could  you  give  us  any  estimate  as  to  the  weekly  vol¬ 
ume  of  your  shipments?  A.  Well,  from  3  to  5  thousand 
pounds  per  week. 

Q.  Have  you  used  that  service  for  quite  a  while? 

3186  A.  Oh,  I  would  say  since  May,  1946. 

Q.  Could  you  explain  in  very  few  words  why 
you  have  found  that  service  necessary  and  desirable  for 
your  business?  A.  Well,  our  merchandise  is  a  styled  mer¬ 
chandise.  We  supply  factories  on  the  Pacific  Coast,  manu¬ 
facturers  of  women’s  garments.  The  traffic  by  rail  is  very 
slow.  The  traffic  by  express  is  very  slow. 

Q.  By  railway  express?  A.  Railway  express,  yes,  sir. 
If  this  lining  did  not  arrive  there  on  schedule,  these  fac¬ 
tories  would  be  closed  down.  That  is,  at  the  present  time. 
As  to  the  future — 

Q.  Are  your  shipments  by  air  freight  on  account  of 
special  conditions,  or  emergency  conditions,  or  do  you 
think  you  will  have  future  use  of  it?  A.  We  will  have 
future  use.  It  fits  into  our  scheme  of  merchandising.  In 
the  past  I  was  in  the  textile  business  in  California,  and  I 
know  what  it  means  to  wait  five  and  six  weeks  for  freight. 
I  also  know  what  it  means  to  have  a  large  stock  of  mer¬ 
chandise  which,  due  to  style  changes,  depreciates  in  value. 

This  air  freight  is  something  new  to  us.  We  immediately 
grasped  the  idea  that  it  has  a  marvelous  future  for  our 
business  for  the  simple  reason  that  we  can  concentrate 
our  primary  stock  in  the  primary  market  which,  in  this 
instance,  is  Paterson,  New  Jersey,  or  Passaic,  New  Jersey, 
where  the  dye  plants  are  located. 

And  then  as  the  demand  for  certain  colors  appears  we 
can  immediately  dye  those  goods  to  meet  that  de- 

3187  mand,  the  demand  of  our  customers,  and  the  style, 
and  air  freight  it  to  California,  or  any  other  market 

that  we  might  sell. 
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Q.  Could  you  give  me  any  estimate  as  to  what  you  think 
your  future  weekly  shipments  may  be  in  your  particular 
business?  A.  That  depends  on  our  ability  to  produce,  of 
course.  I  think  that  it  should  run  about  a  quarter  of  a 
million  pounds  per  year,  that  is,  probably  more  than  that. 
It  is  very  difficult.  Our  shipments  are  divided  between 
freight  and  air  freight.  It  would  run  anywhere  from  5  to 
10  thousand  pounds  per  week,  and  probably  more  than 
that. 

Q.  Have  you  used  the  service  of  the  certificated  air 
carriers?  A.  No,  we  have  not. 

Q.  Why  haven’t  you  found  them  a  proper — appropriate 
for  your  business?  A.  Our  customers  specify  California 
Eastern,  and  object  to  the  higher  rates  charged  by  the  cer¬ 
tificated  air  carriers,  which  are  about  double. 

•  •  •  •  * 

3196 

•  •  •  •  * 

Alvin  P.  Adams 

•  *  *  •  * 

Direct  Examination 

By  Mr.  Craven: 

•  •  •  •  • 

3203 

•  •  •  •  • 

Q.  Now,  do  you  see  any  indication  that  the  traffic  you 
have  in  mind  and  that  you  think  is  available  is  temporary 
or  due  merely  to  transient  postwar  conditions?  A.  No, 
I  don’t  think  it  is  temporary  at  all.  The  discussions 

3204  that  we  have  had  with  shippers  make  us  believe 
that  as  time  goes  on  and  people  are  becoming 

more  cost-conscious,  they  are  going  to  take  advantage  of 
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lower  inventories,  less  mark-downs,  less  warehousing  costs. 

We  feel,  and  I  think  will  be  able  to  demonstrate  quite 
conclusively,  that  these  items  that  we  have  selected  all 
have  an  economic  practicability  in  moving  by  air;  that  the 
shipper  actually  saves  money  by  sending  their  products 
by  airplane. 

•  *  •  •  • 

3221 

•  •  *  •  • 

Q.  Now,  will  you  proceed  with  your  discussion  of  this 
type  of  traffic  illustrated  by  the  Sears  Roebuck  merchan¬ 
dise!  A.  I  think  that  is  fairly  well  covered.  However, 
it  ties  in  very  well  with  the  movement  of  various  styles 
in  department  store  merchandise,  in  this  respect:  When 
we  first  made  our  analysis  of  this  business,  we  all  felt  that 
the  tremendous  volume  was  going  to  be  on  finding  a  back¬ 
haul  from  New  York  back  to  the  West  Coast.  We  were  all, 
in  the  early  days,  convinced  of  the  desirability  and  prac¬ 
ticability  of  the  perishable  movement  going  East,  but  we 
didn’t  think  there  would  be  the  back-haul.  Well,  the  fact 
of  the  matter  is  that  the  balance  is  the  other  way, 

3222  at  the  moment  at  least,  and  one  of  the  primary 
factors  in  this  has  been  the  garment  industry,  which 

has  saved  a  great  deal  of  money.  A  dress  may  run,  as  you 
well  know,  from  10  to  probably  20  or  30  or  40  dollars.  It 
weighs  on  an  average  about  a  pound.  The  price  of  15 
cents,  for  getting  that  dress  from  Los  Angeles  to  New 
York,  is  only  a  tiny  percentage,  and  as  a  consequence  prac¬ 
tically  all  of  the  business  on  garments  and  fashions  that 
used  to  move  out  by  rail  to  the  West  Coast  is  now  moving 
by  air. 

That  is  demonstrated,  or  will  be,  by  these  other  appli¬ 
cants  in  the  case,  who  are  today  hauling  very  substantial 
loads. 

The  reason  for  that  is  that  the  style  factor  is  so  impor¬ 
tant.  It  is  amazing  to  me  that  in  certain  areas  the  style 
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may  be  a  green  dress ;  and  all  of  a  sudden  the  women  on 
the  street  in  a  large  city  such  as  New  Orleans  see  green 
dresses,  and  they  don’t  want  any  more  green  dresses. 

As  a  consequence,  people  get  stuck  with  large  inven¬ 
tories.  Then  comes  the  mark-down.  That  mark-down 
figure  is  one  of  the  very  important  matters  in  saving  these 
garment  and  fashion  people  a  great  deal  of  money. 

If,  instead  of  having  an  inventory  of  25  thousand  dol¬ 
lars’  worth  of  dresses,  and  taking  an  average  mark-down, 
which  they  all  have  to  allow,  let  us  say  of  10  per  cent :  if 
they  only  have  to  take  a  mark-down  of  five  per  cent,  it 
saves  them  a  great  deal  on  their  25  thousand  dollars. 

In  addition  to  that,  you  have  got  the  argument  of  re¬ 
ordering.  Saks,  the  other  day,  had  a  certain  demand  from 
the  West  Coast  for  dresses. 

3223  If  they  had  had  to  move  that  by  air,  by  the  time 
the  order  was  sent  to  New  York,  filled,  and  got  out 
there — 

Q.  You  mean  by  rail?  A.  By  rail.  — By  the  time  the 
merchandise  was  made  in  New  York  and  sent  out  by  rail, 
the  order  wouldn’t  have  been  there.  The  style  would  have 
disappeared.  That  same  element  of  style  factor  goes  right 
through  this  whole  case. 

You  will  find  it  in  styles  and  garments  and  shoes.  You 
will  find  it  in  these  greige  goods  that  were  referred  to 
yesterday. 

•  •  •  •  * 

3228 

*  •  *  •  * 

Q.  What  about  race  horses,  Exhibit  390-390.6?  A.  I  felt 
that  we  were  far  too  low  on  our  estimates  with  regard  to 
race  horses.  In  the  first  place,  you  have  got  to  remember 
that  a  race  horse  costs  about  350  dollars  a  month  to  train, 
and  when  he  is  out  of  training  it  not  only  costs  350  dollars 
a  month  to  bring  him  back  into  condition,  but  he  has  lost 
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his  ability  to  sustain  himself,  and  the  bulk  of  these  stables 
of,  say,  from  six  to  ten  or  twelve  horses,  are,  most 

3229  of  them,  sustaining. 

In  other  words,  a  stable  of  ten  horses  has  got 
to  win,  let  us  say,  two  small  claiming  races  of  17  or  IS 
hundred  dollars  to  break  even.  And  as  a  result,  if  the 
stable  were  out  of  circulation  for  that  month’s  period  of 
time,  it  is  obvious  that  the  stable  w’ould  lose  that  35  hun¬ 
dred  dollars  which  it  would  cost  to  train  their  ten  horses. 

Now,  the  movement  of  horses  I  am  talking  about — I  am 
talking  about  stables  rather  than  simply  stake  horses — 
from  New  York  to  Los  Angeles,  is  now’  done  by  express, 
and  the  cost  is  almost  identical  with  w’hat  it  would  cost 
shipping  by  air,  within  reason. 

Now*,  the  time  it  takes  to  re-train  those  horses — they 
are  standing  up  most  all  the  time  and  subject  to  sickness 
— is  probably  tw’o  w’eeks  to  sometimes  three,  and  maybe 
more. 

As  a  consequence,  that  means  that  stable  is  out  of  cir¬ 
culation  for  the  three-week  period  of  time,  and  as  a  con¬ 
sequence  they  could  well  afford  to  pay,  you  might  say, 
double  our  present  air  rate  to  get  that  stable  out  there. 

Now,  the  reason  why  we  haven’t  all  handled  more  of 
them  is  that  it  is  going  to  require  certain  types  of  equip¬ 
ment.  And  again  I  say  that  w’e  are  pioneering  this  busi¬ 
ness;  we  don’t  know  exactly  all  the  answers;  but  we  know 
the  business  is  there,  and  we  know  that  it  wdll  bear  that 
tariff. 

And  the  problem  of  carrying  horses  by  air,  I  think,  has 
been  handled  very  successfully,  but  it  does  require  special 
equipment — which  is  not  of  major  consequence. 

Q.  What  about  poultry  and  eggs,  Exhibit  392?  A. 
There  again,  we  have  only  taken,  in  our  estimates, 

3230  as  you  will  notice  on  392.3,  certain  specific  ship¬ 
ments  that  w’ere  made  from  Petaluma  to  Salt  Lake, 


1965 


Excerpts  from  Testimony  of  Alvin  P.  Adams 

and  Portland  to  Salt  Lake;  Minnesota,  Sacramento,  and 
so  forth. 

Actually,  the  amount  of  business  that  is  available  for 
movement  by  air  is  very  substantial. 

The  fact  of  the  matter  is  that  the  rate  is  about  1%  times 
the  first-class  express  rate,  and,  as  a  consequence,  they 
can  actually  save  money  by  shipping  at  our  rates  over 
our  lines. 

The  reason  why  you  would  want  to  ship  that  way  other 
than  the  money  saving  alone,  is  that  the  eggs  have  a  very 
definite  life,  and  the  longer  the  time  goes  the  more  the 
chance  there  is  of  the  eggs  not  hatching. 

Likewise,  a  baby  chick  stores  up  enough  food  -when  it 
is  bora  for  about  60  hours.  When  those  chicks  are  moved, 
they  have  got  to  get  there  in  60  hours,  or  else. 

As  a  consequence,  you  have  a  very  high  perishability 
factor  in  chickens,  these  little  baby  chicks  as  well  as  these 
turkey  poults,  and  the  eggs. 

And  we  have  had  a  very  substantial  demand  for  them 
from  areas  in  our  vicinity,  particularly  the  Petaluma  area, 
Fresno,  the  Portland  and  Seattle  area,  and  to  middle  west¬ 
ern  points. 

All  of  that  is  eastbound  tonnage,  although  actually  it 
is  westbound  as  well.  They  move  in  all  directions.  There 
is  a  vory  good  balance  of  traffic  in  that  industry. 

•  #  *  •  • 

3238 

•  •  •  •  • 

The  question  of  morticians  is  interesting.  Two  of  our 
accounts  on  the  west  coast  in  the  month  of  October  moved 
111  bodies,  just  two  accounts,  in  the  last  Los  Angeles  area 
alone.  It  is  impossible,  actually,  to  determine  what  the 
whole  traffic  pattern  is.  W"e  have  tried  to  do  it  without 
success,  but  we  attempted  to  take  a  few  of  the  important 
ones  and  see  how  it  affected  us,  and  that  happened  to  be 
their  fully  actual  figures. 
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Now,  to  demonstrate  to  you  what  the  significance  of  those 
figures  are,  if  you  should  take  10  a  week  in  each  direction, 
it  would  mean  a  million  ton-miles  a  year  added  to  the 
177,000,000  that  we  came  out  at.  A  million  ton-miles  a 
year  to  our  little  industry  is  rather  important. 

•  •  i  •  • 

3239 

•  •  •  •  • 

On  the  chain  store  estimate  we  have  only  used  a 

3240  few,  as  a  matter  of  fact  two:  Sears-Roebuck  and 
Montgomery  Ward.  We  have  since  signed  a  con¬ 
tract  with  Butler  Bros.,  and  wre  also  wrould  be  doing  busi¬ 
ness  shortly  with  City  Stores  and  others,  which  we  have 
not  taken  into  account  in  this  traffic  pool  which  I  have 
described. 

Emergency  shipments  have  been  a  great  factor  in  all 
of  our  business.  We  handled,  for  instance,  firecrackers 
last  week  from  San  Francisco  into  various  points  in  the 
eastern  points.  A  lot  of  the  other — I  say  a  “lot,”  I  know 
Slick,  and  I  believe  Flying  Tigers  likewise  handle  sub¬ 
stantial  shipments  from  the  Oakland  and  San  Francisco 
area. 

Today  others  are  shipping  airplane  motors,  the  whole 
motors,  by  air  freight,  so  that  there  are  many  emergency 
shipments  that  keep  constantly  cropping  up  that  should 
add  to  this  potential,  which  we  have  not  considered. 

Another  very  interesting  item  as  an  interesting  poten¬ 
tial  is  the  question  of  the  movement  of  cheese  by  airplane. 
We  have  a  contract  with  the  Borden  Company,  and  are 
handling  all  of  their  camembert  shipment  from  New  Ant¬ 
werp,  New’  York,  to  San  Francisco  and  Los  Angeles.  That 
amounts  to  substantial  volume. 

We  handled,  I  think  it  w*as,  3,000  pounds  in  September. 
It  runs  almost  a  thousand  pounds  a  w’eek.  And  the  reason 
for  that  is  that  camembert,  and  also  Liederkranz,  are  very 
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perishable.  They  have  a  life  of  about  45  days  at  the  out¬ 
side,  and  have  been  in  the  past  moved  by  express.  But 
the  movement  of  the  train  itself,  together  with  the  length — 
the  movement  of  the  train  itself  ages  that  camem- 
3241  bert  cheese  to  such  an  extent  that  it  reduces  the 
shelf  life  of  that  cheese  by  an  amazing  extent.  By 
airplane,  of  course,  it  does  not  have  that  vibration  and 
it  also  saves  a  substantial  amount  of  time. 

The  Borden  Company  have  a  plant  in  Van  Wert,  Ohio, 
where  all  their  Liederkranz  is  made.  That,  today,  is  going 
to  Chicago  by  rail  express,  and  at  the  moment  it  is  being 
included  in  full  carload  shipments,  so.  they  have  not  seen 
fit  to  take  that  Liederkranz  off.  However,  we  were  advised 
two  weeks  ago  in  Chicago  that  they  had  plans  to  take 
Liederkranz  off  and  tranship  to  California  and  the  east 
coast.  None  of  that  has  been  included. 

The  garment  figure  is  very  low,  as  a  matter  of  fact, 
it  is  lower  than  we  are  already  handling. 

You  will  notice  in  the  exhibits  we  utilized  Magnin’s,  we 
utilized  two  or  three  others,  business  that  we  are  actually 
doing  today.  This  is  not  including  any  appreciation  in  the 
business,  or  any  increase  in  the  business.  It  is  just  exactly 
what  we  are  doing,  what  they  expect  is  going  to  be  done 
in  the  immediate  future. 

But  Magnin’s  business  can  be  multiplied  by  many,  many 
times  to  get  what  the  potential  business  is.  One  shipper 
alone,  which  we  have  not  included  in  this,  moved  28,707 
pounds  to  Los  Angeles  alone  in  the  month  of  October.  None 
of  that  business  is  included  in  this  traffic  pooL 
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3477 

#  •  •  •  # 

Allan  A.  Barrie 

•  •  •  •  * 

Q.  What  position  do  you  have  with  California 

3478  Eastern?  A.  I  am  the  executive  assistant  to  the 
president. 

•  *  •  •  • 

3543 

•  •  *  •  * 

Further  Direct  Examination 
By  Mr.  Craven: 

You  spoke  about  the  acquisition  of  these  planes,  in  ans¬ 
wer  to  the  questions  of  counsel  for  United.  Were  those 
planes  acquired  by  California  Eastern,  by  virtue  of  the 
i  fact  that  you  had  veterans  in  your  organization? 

3544  A.  No,  they  were  not.  They  were  purchased  from 
War  Assets  and  other  sources. 

Q.  Were  the  circumstances  such  that  they  could  have 
been  acquired  by  the  certificated  airlines?  A.  To  the  best 
of  my  knowledge,  that  is  true. 

•  •  *  •  • 

Eric  C.  Johnson 

3564  Direct  Examination 

By  Mr.  George  Morris : 

Q.  Will  you  give  your  name  to  the  Reporter,  please,  Mr. 
Johnson?  A.  Eric  G.  Johnson. 

Q.  And  what  is  your  business  address?  A.  630  South 
Wabash  Avenue,  Chicago. 

Q.  And  what  is  your  business?  A.  Wholesale  commis¬ 
sion  florists. 

Q.  What  is  the  name  of  the  business  conducted?  A. 
Eric  Johnson,  Incorporated. 
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Q.  Are  you  the  president  of  the  company  ?  A.  I  am. 

Q.  Do  you  have  any  other  business  ?  A.  I  am  interested 
in  a  greenhouse.  We  operate  three  greenhouses — three 
greenhouse  plants,  of  which  I  am  the  president. 

Q.  What  is  the  name  of  that  corporation?  A.  Premier 
Rose  Gardens. 

Q.  And  where  are  the  greenhouses  located?  A.  One 
plant  is  in  Des  Plaines  and  the  other  two  in  Melrose  Park. 

Q.  Do  you  specialize  in  any  product  in  those  greenhouses? 
A.  Well,  we  grow  principally  roses  and  some  gardenias. 

Q.  Is  Eric  Johnson,  Incorporated  the  sole  distributor 
for  Premier  Rose  Gardens?  A.  They  are. 

Q.  Has  the  Eric  J ohnson  Company  ever  had  ooca- 
3565  sion  to  use  the  air  freight  service  of  the  U.  S.  Air 
Lines?  A.  Yes. 

Q.  In  what  capacity?  Have  you  been  the  shipper  or  the 
consignee?  A.  We  have  been  the  consignee. 

Q.  And  in  what  localities  have  you  received  shipment 
over  the  U.  S.  Air  Lines?  A.  Well,  we  have  received  con¬ 
siderable  shipments  out  of  Florida. 

Q.  And  what  was  the  tariff  for  those  shipments?  A. 
Well,  they  are  mostly  gladiola  shipments,  and  at  times  we 
have  received  other  shipments  of  iris  and  “mums”  and 
Easter  Lillies,  and  some  asparagus  mimosa. 

Q.  Now,  from  what  localities  in  Florida  have  these  flow¬ 
ers  come?  A.  Well,  they  have  come  from  the  Southeastern 
part  of  Florida. 

Q.  Over  what  period  of  time  have  you  been  getting  them? 
A.  Well,  I  would  say  they  started  coming  about  December 
of  last  year. 

Q.  You  were  one  of  the  first  consignees  of  the  company, 
were  you  not?  A.  I  understand  that  we  were,  yes. 

Q.  Was  that  the  first  shipment  that  you  received  from 
Florida  by  air  freight  last  December?  A.  As  I  recall  it, 
it  was,  yes. 

Q.  What  has  been  the  size  and  weight  of  the  shipments 
which  you  have  received  since  then?  A.  Well,  we  have 
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1  received  some  smaller  shipments  which  would  prob- 

3566  ably  run  in  the  neighborhood  of  a  thousand  pounds. 

1  Then  several  times,  we  have  received  planeloads. 

I  understand  they  run  somewhere  in  the  neighborhood  of 
six  thousand  pounds. 

I  am  not  just  sure. 

Q.  When  you  received  one  of  the  smaller  shipments  in 
this  range,  was  that  part  of  a  general  shipment  to  other 
dealers  in  your  vicinity,  as  well  as  to  you?  A.  Yes,  sir. 

Q.  About  what  time  of  day  did  these  shipments  arrive 
in  Chicago,  that  came  up  from  Florida?  A.  Well,  they  are 
usually  on  our  floor  in  the  morning,  when  we  start  doing 
business. 

Q.  What  time  do  you  start  doing  business  in  the  morn¬ 
ing?  A.  About  7 :30. 

Q.  In  what  condition  have  these  shipments  from  Florida 
arrived?  A.  Well,  in  most  cases,  they  have  been  very 
satisfactory. 

Q.l  Have  you  ever  tried  making  similar  shipments  by 
rail  express  from  Florida?  A.  Well,  we  have  had  quite  a 
lot  of  express  shipments  from  Florida,  but  in  recent  weeks 
we  have  had  very  poor  success  with  shipments.  They  came 
through  almost  worthless.  The  time  element  there  on  ship¬ 
ments:  They  take  from  six  to  sometimes  seven  or  eight 
days  to  come  through. 

Q.  What  effect  does  that  have  on  the  flowers  shipped? 
A.  You  see,  the  flowers  are  closely  packed,  and 

3567  where  we  have  shipments  that  are  that  long  in  tran¬ 
sit,  it  heats  them  and  makes  them  almost  worthless 

for  resale. 

Q.  How  recently  have  you  had  such  experiences?  A. 
Oh,  in  the  last  few  weeks.  About  a  week  ago  we  discon¬ 
tinued  all  express  shipments  from  Florida,  because  they 
were  mostly  all  delayed. 

Q.i  Now,  what  are  the  advantages  of  the  air  freight  ser¬ 
vice  in  your  business,  as  you  see  it?  A.  Well,  we  get  the 
flowers  into  Chicago,  and  they  are  only  one  day  old,  and  it 
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makes  it  possible  for  us  to  give  our  trade  good,  fresh 
flowers,  which  we  can’t  do  if  we  have  them  shipped  by 
express. 

And  we  also  ship  to  other  small  wholesale  dealers,  who 
in  turn  distribute  them  to  other  parts  of  the  country,  which 
we  also  do  in  a  smaller  way  to  retailers  who  are  our  cus¬ 
tomers. 

Q.  Now,  what  area  have  you  been  serving  to  the  small 
wholesale  dealers?  A.  Well,  there  are  a  lot  of  small  whole¬ 
sale  dealers  located  within  a  few  hours  of  us,  like  Mil¬ 
waukee,  South  Bend,  Fort  Wayne,  and  places  of  that  kind. 

Q.  Now,  those  wholesale  dealers  get  goods  from  you,  and 
then  they  distribute  the  goods  to  their  retailers;  is  that  it? 
A.  Well,  they  also  have  growers,  but  they  fill  in  from  our 
place,  because  we  handle  in  large  quantities. 

Q.  Does  the  air  freight  service  permit  you,  in  turn,  to 
cover  a  wider  area  than  the  rail  freight  is  permitted  to  do  ? 

A.  I  just  don’t  understand  what  you  mean  by  that. 
3568  Q.  Does  it  permit  you  to  cover  a  wider  area?  A. 

Naturally,  when  we  get  flowers  through  in  good 
shape,  we  can  cover  a  wider  area.  Are  you  speaking  now 
of  the  incoming  shipments? 

Q.  Yes,  I  am  thinking  of  your  shipments  from  Florida. 
A.  Yes,  it  makes  it  possible  for  us  to  distribute  these  flow¬ 
ers,  well,  practically  all  over  our  territory,  because  they 
come  through  in  good  shape. 

Q.  Do  you  find  the  condition  of  the  flowers  as  they  arrive 
improved  when  they  are  brought  in  by  the  air  freight 
process,  as  against  the  rail  process?  A.  Oh,  naturally. 
There  is  a  time  element,  and  flowers  are  perishable,  and 
we  get  a  great  deal  more  benefit  than  if  we  h$d  them  come 
by  rail  and  they  were  even  three,  four  or  five  days  old.  And 
now  they  are  delayed  and  they  are  almost  worth  nothing 
at  all. 

Q.  Have  you  ever  shipped  any  flowers  from  Chicago  to 
Florida?  A.  Yes,  we  have. 

Q.  Where  do  they  come  from :  the.  ones  that  you  have 
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shipped  to  Florida?  A.  Those  are  all  greenhouse  flowers 
that  are  grown  in  greenhouses  close  by  the  Chicago  area. 
You  see,  we  have  all  these  growers  of  different  kinds  of 
flowers  shipping  to  our  market  there.  They  are  greenhouse 
flowers  and  they  are  all  located  within  a  radius  of  15  to  25 
miles. 

Q.  And  to  what  localities  in  Florida  were  these  flowers 
shipped?  A.  Well,  we  shipped  to  Tampa,  Miami,  West 
Palm  Beach,  and  possibly  other  towns.  I  don't  recall 

3569  now. 

Q.  What  types  of  flowers  were  included  in  these 
shipments?  A.  Well,  we  shipped  a  great  many  flowers  in 
through  there,  like  orchids  and  gardenias  and  roses;  miscel¬ 
laneous  flowers  of  all  kinds, — irises,  tulips,  and  different 
flowers  that  they  don’t  grow  there. 

Q.  Have  all  these  shipments  been  by  air?  A.  Well,  most 
of  them  have  been  by  air,  yes.  We  don’t  have  very  satis¬ 
factory  results  in  shipping  flowers  over  a  long  distance. 

Q.  Did  you  try  any  of  these  shipments  to  Florida  by  rail 
express?  A.  Well,  we  have  tried  them,  but  most  of  the 
time  they  don’t  get  through  in  good  shape,  because  the 
distance  is  too  far,  and  the  flowers  are  too  long  in  transit. 

Q. !  Now,  looking  at  it  from  your  position  as  a  distributor 
of  flowers — that  is,  a  shipper  as  distinguished  from  a  con¬ 
signee,  what  have  been  the  advantages  to  you  of  the  air 
freight  service  you  have  used?  A.  As  a  consignee,  you 
say? 

Q.  No,  as  a  shipper  as  opposed  to  a  consignee.  You  told 
us  of  your  experience  as  a  consignee.  A.  Well,  as  a  ship¬ 
per,  of  course :  we  get  flowers  in  a  shorter  space  of  time. 
We  are  able  to  cover  a  wider  area.  And  of  course  it  expands 
our  business  and  we  are  able  to  get  out  to  a  great  many 
points  that  we  couldn’t  handle  satisfactorily  by  rail. 

Q.  Did  you  ever  try  shipping  to  other  distant  areas 

3570  by  rail,  other  than  Florida,  I  mean?  A.  Well,  we 
tried  shipping  to  Texas,  and  we  have  almost  elimi- 
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nated  all  express  shipments  to  Texas.  But  of  course,  we 
have  the  same  problem  there. 

Q.  Have  you  tried  shipping  to  Texas  by  air?  A.  We  just 
recently  established  a  connection  in  Texas,  where  we  ship 
about  every  other  day. 

Q.  What  have  been  the  results  in  that  shipment?  A. 
Well,  so  far  it  has  been  okay,  because  the  order  continues. 
We  ship  about  every  other  day. 

Q.  Well  now,  what  is  your  attitude,  if  you  have  one,  with 
respect  to  a  regular  scheduled  air  freight  service,  as  op¬ 
posed  to  a  non-scheduled  or  irregular  one?  A.  Well,  if  it 
gives  ourselves  and  our  customers  more  of  a  range  to  work 
in  and  more  regular  service,  so  that  we  can  tell  our  cus¬ 
tomer  when  the  flowers  are  about  to  arrive,  and  we  know 
when  we  have  to  get  them  ready  for  shipment,  I  think  in 
that  way  we  can  expand  our  service  to  our  customers,  do 
a  good  job  for  our  customers,  and  do  ourselves  some  good 
by  expanding  our  service. 

Q.  It  widens  your  market,  does  it?  A.  It  widens  our 
market. 

Q.  Have  you  had  any  experience  with  the  problem  of  the 
so-called  glutted  market?  A.  Well,  you  see,  the  weather  is 
a  big  factor  in  our  business,  and  sometimes  we  prepare  a 
crop  for  a  certain  given  time.  We  get  a  hot  spell,  and  it 
will  run  our  cut  way  up,  to  four  or  five  times  what  we 
expected  for  that  particular  time. 

3571  Q.  You  mean  the  hot  weather  will  mature  the  crop 
more  rapidly  than  is  expected?  A.  Yes.  We  might 
miss  a  holiday  by  running  them  in  too  early.  Sometimes  it 
would  be  the  reverse  and  the  weather  would  be  bad  and 
we  would  get  them  in  later. 

We  have  periods  throughout  the  year  where  the  change 
in  temperature  will  bring  on  an  abundance  of  flowers  of  all 
kinds. 

Q.  Now,  what  happens  to  you  under  those  circumstances? 
A.  Well,  of  course,  if  we  could  get  those  flowers  out  by  air 
to  places  all  over  the  country — not  all  over  the  country, 
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but  to  different  points  in  the  country,  where  the  market 
didn’t  happen  to  be  overloaded,  we  could  relieve  our  market 
and  maintain  better  prices. 

On  the  other  condition,  if  we  had  just  a  small  area  to 
work  in,  it  would  depress  the  prices  and  the  grower  of  the 
flowers  would  have  to  sacrifice  them  at  a  very  low  price. 
We  feel  possibly  with  expanded  air  service  we  can  cover 
especially  distant  points  and  it  will  help  us  a  great  deal 
during  those  times. 

Q.  Can  you  use  air  express  satisfactorily  under  those 
conditions?  A.  Well,  you  see,  our  shipments  are  not  con¬ 
stant,  and  we  have  to  probably — well,  if  we  had  this  par¬ 
ticular  service  that  you  speak  about,  we  could  probably 
cover  a  wider  range  than  if  we  used  the  air  cargo.  Because 
we  don’t  contract  for  any  air  cargo  shipments. - 

Q.  I  don’t  think  you  quite  understood  my  question.  I 
asked  whether  in  the  circumstance  of  the  glutted 
3572  market  you  could  satisfactorily  use  the  air  express? 
A.  Oh,  air  express? 

Q.  Yes.  A.  Well,  we  do  use  air  express  to  some  extent 
with  smaller  packages,  but  in  heavier  shipments,  the  ex¬ 
pense  would  probably  be  too  great  compared  to  the  air 
freight. 

f  don’t  believe  that  we  could  use  it  to  any  great  extent. 

Q.  Has  there  been  any  difference  in  the  conditions  of 
goods  delivered  by  air  freight  and  those  delivered  by  air 
express? 

Mr.  Lawler:  From  where  to  where,  Mr.  Examiner? 

Mr.  George  Morris:  Point  of  shipment  to  point  of  con¬ 
signee. 

The  Witness:  You  are  talking  now  about  our  shipping 
the  goods,  are  you,  to  the  consignee? 

Mr.  George  Morris:  Yes. 

The  Witness:  Well,  the  only  difference  that  I  think  there 
would  be:  we  carry  the  air  freight  shipments  right  out 
and  put  them  on  the  plane,  and  I  think  there  is  a  great 
deal  less  handling  in  that  way,  where  the  express  company 


1975 


Excerpts  from  Testimony  of  Eric  C.  Johnson 

picks  up  the  shipments  and  makes  several  transfers  and 
brings  them  out  to  the  planes  out  at  the  field. 

I  believe  there  is  less  handling  there,  and  I  believe  there 
is  less  chance  for  the  flowers  to  be  frozen. 

By  Mr.  George  Morris: 

Q.  You  ship  the  flowers  in  what  kind  of  a  container  ?  A. 
Mostly  in  corrugated  containers. 

Q.  Do  you  use  any  wooden  containers  at  all?  A. 

3573  Not  for  shipment  by  air. 

Q.  Have  all  the  shipments  coming  via  the  U.  S. 
Air  Lines  from  Florida  in  the  last  year  been  consigned  to 
you?  A.  That  is  right. 

Q.  You  have  had  them  consigned  to  other  dealers  in 
Chicago  also,  haven’t  you,  in  the  same  shipment!  A.  Oh, 
yes,  there  are  a  great  many  people  in  Chicago;  there  are 
about  fifteen  wholesalers,  and  1  imagine  all  of  them  receive 
shipments  in  a  split  lot  that  comes  in. 

Q.  Are  they  receiving  flowers  there,  the  other  wholesalers 
receiving  flowers  by  air  freight  the  same  as  you  are?  A. 
Yes,  they  have  a  similar  operation  and  do  just  about  what 
we  do. 

Q.  You  are  familiar  with  the  way  they  handle  their 
business,  are  you?  A.  Yes,  sir. 

Q.  Are  the  advantages  of  air  freight  service  which  you 
described  in  your  business  representative  of  the  advan¬ 
tages  in  the  Chicago  area  generally?  A.  I  would  think  so, 
yes. 

Q.  About  what  are  the  annual  wholesale  flower  sales  in 
Chicago?  A.  I  would  imagine  in  the  neighborhood  of 
about  20  million  dollars.  Chicago  is  a  large  center  for  the 
growing  and  shipping  of  flowers. 

Q.  When  you  have  an  incoming  consignment  of  cargo 
by  air,  do  you  pick  it  up  with  your  own  trips,  your 

3574  own  trucks,  or  does  the  air  freight  line  deliver  it 
to  you?  A.  Well,  in  some  cases  the  air  freight  line 

delivers  and  other  times  we  pick  it  up  ourselves. 
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Q.  You  follow  both  methods,  according  to  the  speed  with 
which  you  want  the  stuff  delivered  to  you ;  is  that  it  ?  A. 
That  is  right.  And  the  kind  of  flowers  that  we  have  re¬ 
ceived. 

•  •  •  •  • 

3576 

•  #  •  •  • 

Cross  Examination 

By  Mr.  Gribbon: 

•  •  #  •  * 

3578 

•  •  •  •  • 

Q.  On  direct  examination  you  spoke  of  the  advantages 
of  a  “regularly  scheduled  air  service.”  A.  Yes. 

Q.  Will  you  explain  what  you  mean  by  that  term?  A. 
Well,  I  don’t  know  too  much  about  the  regular  scheduled 
air  service,  but  I  imagine  it  would  mean  that  it  would  be 
a  service  that  leaves  regularly  out  of  Chicago,  at  a  certain 
time,  and  arrives  at  destination  at  a  given  time. 

And  this,  of  course,  would  expand  our  business  and 

3579  give  our  customers  better  service,  no  matter  who  had 
the  service,  what  company,  whoever  it  was.  We  would 

be  glad  to  see  any  company  expand  their  service  so  that  we 
can  give,  in  turn,  better  service  to  our  customers. 

•  •  •  •  • 

3585 

•  •  •  •  • 

Cross  Examination 
By  Mr.  George  Morris: 

Q.  Mr.  Johnson,  you  were  asked  a  question  by  Mr.  Morris 
here  about  whether  the  air  shipment  process  enables  you 
to  bring  flowers  to  Chicago  which  do  not  come  by  the  rail 
route.  I  think  you  said  that  you  received  Easter  lilies  in 
such  a  process.  A.  Yes. 
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Q.  Did  you  ever  receive  Easter  lilies  from  Florida  by 
rail?  A.  No,  not  that  I  recall. 

Q.  How  about  your  iris  and  chrysanthemums?  Did  you 
ever  receive  those  by  rail  from  Florida?  A.  No.  Last 
year  was  the  first  year  we  received  any. 

Q.  They  call  came  by  air?  A.  That  is  right. 

Q.  And  it  is  a  fact,  isn’t  it,  that  there  are  a  great  many 
flowers  which  you  have  been  unable  to  bring  into  Chicago 
by  rail  which  you  can  bring  by  air?  Is  that  correct?  A. 
Well,  I  would  say  that  is  correct. 

•  *  #  *  • 

3586 

Harry  R.  Playford 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Beitel: 

Q.  Will  you  give  your  name  to  the  reporter,  please?  A. 
Harry  R.  Playford. 

Q.  Where  do  you  reside,  Mr.  Playford?  A.  St.  Peters¬ 
burg,  Florida. 

Q.  Are  you  president  of  U.  S.  Airlines,  Inc.?  A.  Yes. 
I  am. 

•  *  •  •  * 

3588 

•  •  •  •  • 

Q.  Will  you  explan  briefly,  referring  to  such  other  ex¬ 
hibits  as  you  may  desire,  the  manner  in  which  the  area 
service  will  be  operated  by  you,  by  U.  S.  Airlines?  A. 
Well,  the  service  pattern  of  U.  S.  Airlines  is  based  entirely 
upon  regular  schedules  between  the  areas  as  we  have  them 
outlined. 

The  scheduled  frequency  is  geared  to  the  indicated  re¬ 
quirements  for  the  service  of  the  shipper  and  receiver  in 
each  area. 
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The  service  between  the  air  freight  areas  will  be  con¬ 
ducted  so  as  to  serve  the  entire  area,  and  then  our  planes 
will  land  within  each  production  and  consumption  area, 
that  is,  locality  in  each  area. 

In  each  of  the  air  freight  areas,  we  will,  of  course,  from 
time  to  time,  establish  what  we  consider  consolidating 
points,  and  these  points  are  predicated  on  the  public  con¬ 
venience  and  necessity. 

Now,  we  prepared  some  exhibits,  Exhibit  53,  we  pre¬ 
pared  those  in  three  sheets,  to  just  give  an  idea  of 
35S9  what  we  have  in  mind.  On  page  1,  we  have  three 
areas  set  up,  and  the  squares  indicate  a  consolidat¬ 
ing  point,  and  also  what  we  might  set  up  as  a  base  of  opera¬ 
tions,  or  a  branch  base  of  operations. 

The  triangle  is  also  a  consolidating  point,  and  so  is  the 
“X.” 

Now,  it  is  our  intention,  of  course,  to  set  up  these  points 
from  area  to  area,  and  to  arrive  at  a  scheduled  time  of 
arrival  and  departure  from  one  area  to  another.  We  have 
set  it  up  on  the  basis  of  these  larger  consolidating  points, 
or  where  our  operations  w’ould  have  to  have  something  to 
do  with  these  schedules. 

In  the  first  page  it  indicates  howr  one  schedule  may  arrive 
and  depart  from  the  various  three  areas.  On  the  second 
page  it  is  also  possible  to  have  a  schedule  set  up  between 
a  secondary  consolidating  point,  one  that  may  be,  to  begin 
with,  a  smaller  consolidating  point  than  w’here  our  opera¬ 
tional  base  may  be. 

When  I  mention  operational  base,  I  dont  mean  our  main 
operational  base,  it  is  where  service  has  to  be  rendered 
to  the  aircraft  and  crew  changes. 

It  is  possible  that  these  schedules  from  each  of  these 
areas  may  go  to  this  secondary  base,  or  consolidating  point. 
It  is  also  possible,  on  the  third  page,  to  have  a  schedule 
starting  out  from  one  of  these  m$in  consolidating  points, 
or  branch  operational  base,  follow’  on  down  to  a  sort  of 
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a  secondary  consolidating  point,  and  end  up  with  pick-up 
and  delivery  at  a  smaller  consolidating  point,  then 

3590  eventually  ferrying,  which  we  have  made  in  our  esti¬ 
mates  of  ferrying  of  approximately  a  hundred  miles 

on  each  one  of  the  scheduled  trips. 

Q.  As  I  understand  it,  Mr.  Playford,  Exhibit  53  is  merely 
illustrative  of  the  various  types  of  service  which  can  be 
rendered  between  the  areas.  A.  That  is  exactly  right. 

In  other  words,  it  gets  back  to  this  flexibility  of  service. 
There  isn’t  any  question  in  our  mind  but  what  we  will  have 
at  least  one  designated  point  in  each  area.  But  we  find 
here  recently  that  it  is  very  possible  from  indications  we 
have  run  into,  that  there  would  be  probably  three  or  four 
fairly  regular  consolidating  points  in  each  area. 

You  can  get  many  combinations  out  of  your  schedules 
and  some  of  them  no  doubt  would  be  indicated  by  sections 
in  certain  schedules.  I  mean  a  schedule  could  be  set  up 
from  the  two  main  branch  operational  bases,  as  we  term 
them,  which  is  a  consolidating  point,  and  a  second  section 
set  up  on  exactly  the  same  time  that  may  not  hit  those 
operational  bases  at  all. 

Q.  Do  you  anticipate  that  consolidating  point  may  change 
from  time  to  time  within  the  area?  A.  Oh,  there  is  no 
question  about  what  they  will  change,  but  as  the  business  is 
developed,  there  is  no  question  but  what  a  good  many  of 
them  will  be  frequent  scheduled  points.  They  could — I 
mean  a  number  can  develop  in  some  of  these  areas  as  really 
permanent  consolidating  points.  In  some  instances,  it  may 
be  misconstrued  to  some  extent  because  there  mav 

3591  be  a  lot  of  business  out  of  one  point  that  we  term  a 
consolidating  point  that  may  be  the  business  of  one 

manufacturer. 

Q.  Mr.  Playford,  when  did  you  first  become  interested 
in  air  freight?  A.  I  became  interested  in  air  freight  sev¬ 
eral  years  ago.  I  was  connected  with  the  air  lines,  with 
National,  of  course,  before  the  war,  and  we  had,  or  I  had 
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the  idea  and  attempted  to  sell  a  few  others  in  connection 
with  it,  but  never  seemed  to  run  into  much  success.  But 
the  war  came  along  and,  of  course,  I  went  into  the  war 
training  service  program,  and  it  stopped  us  from  doing 
anything  until  right  after  the  war.  But  it  has  been  several 
years. 

Q.  Then,  when  equipment  became  available,  did  you  at 
that  time  commence  flying  under  the  name  of  “U.  S.  Air¬ 
lines.^  A.  No.  We  started  out  with  a  fixed  base  operation. 
We  had  this  U.  S.  Flying  Service  that  did  some  of  this 
war  training,  cadet  training,  for  the  two  universities  down 
in  Tennessee,  and  I  used  that  more  or  less  as  a  stepping 
stone  to  get  into  this.  We  picked  up  some  Lodestars  which 
were  the  first  available  airplanes,  and  attempted  to  con¬ 
vert  those,  when  the  C-47’s  immediately  became  available, 
and  before  we  ever  got  to  fly  the  Lodestars  in  the  freight 
service,  we  sold  those  and  started  to  convert  the  47  7s. 

Q.  Are  you  satisfied  with  the  C-47  equipment?  A.  No, 
we  are  not  satisfied  at  all.  The  only  thing  that  we  could 
get  at  the  time,  unless  we  went  into  the  C-54’s  and,  of 
course,  they  were  the  only  thing  available. 

3592  Q.  The  C-47?  A.  Yes. 

Q.  Have  you  made  any  studies  with  respect  to 
new  aircraft  which  may  be  suitable  for  the  transportation 
of  freight?  A.  Yes.  We  have  worked  very  closely  with 
Fairchild  on  that  “Packet”,  and  we  also  worked  very  closely 
with  Martin.  In  fact,  we  put  a  tentative  order  in  with 
Martin  for  10  airplanes.  We  have  been  following  the  others, 
Consolidated,  but,  of  course,  it  looks  like  some  time  before 
any  of  those  are  available.  And  we  are  attempting  to 
develop  our  ideas  and  more  or  less  prove  that  our  theory 
is  correct,  and  we  are  trying  to  do  it  the  cheapest  way 
possible,  and  we  find  that  C-47’s  answer  that  purpose  very 
well. 

Q.  When  did  you — when  did  U.  S.  Airlines  start  its 
operation?  A.  Well,  you  say  when  did  we  start  our  opera- 
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tions.  I  mean,  the  first  flight,  if  you  are  referring  to  that, 
was  made  December  5  of  last  year. 

Q.  And  what  type  of  service  has  U.  S.  Airlines  been 
rendering?  A.  Well,  we  started  off  with  an  irregular 
service,  and  it  was  a  new  business,  it  was  a  little  odd  to 
some  of  the  customers  that  we  approached,  and  we  ran 
into  a  number  of  problems  in  attempting  to  sell  the  folks 
on  this  air  freight.  We  always  got  a  good  reception  from 
all  of  them,  but  we  finally  ended  up  with  the  idea  that  we 
couldn't  render  a  service  to  these  folks  until  we  started 
a  regular  service,  and,  of  course,  it  made  it  necessary 
3593  for  us  to  get  into  the  contract  phase  of  it. 

We  then  started  the  regular  service  after  we  had 
decided  to  get  into  the  contract  phase  of  it. 

We  also  ran  into  a  lot  of  difficulty  from  that  angle,  be¬ 
cause  we  find  now  that  the  folks  who  are  extremely  inter¬ 
ested  are  not  extremely  interested  in  signing  contracts. 

Q.  When  you  say  the  contract  phase  of  it,  what  do  you 
mean  by  that?  A.  Well,  we  attempt  to  send  our  sales  force 
out  with  the  instructions  of  contacting  particular  individu¬ 
als,  or  manufacturers,  producers,  that  are  potential  air 
candidates.  And  they  go  there  with  the  strict  instruction 
to  attempt  to  get  as  much  business  as  they  can  from  these 
particular  organizations,  or  individuals,  with  the  idea  that 
they  will  continue  their  shipments  over  our  line,  and  we 
also  always  attempt  to  get  at  least  a  minimum  stated  as 
to  how  much  they  will  ship.  And  a  contract  is  then  entered 
into. 

Q.  Do  you  accept  shipments  offered  by  the  general  pub¬ 
lic?  A.  Oh,  no. 

Q.  Do  you  solicit  that  type  of  shipment?  A.  No,  we  do 
not 

Q.  Mr.  Playford,  what  do.  the  results  of  your  contract 
operations  to  date  indicate  to  you?  A.  Well,  they  indicate 
very  definitely  that  there  is  a  great  potential  in  air  freight. 
It  is  just  a  question  of  being  so  set  up  through  regulation 
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and  certificate  to  become  a  common  carrier,  so  that  we  can 
develop  that  potential. 

3594  And  it  is  our  theory  very  definitely  that  the  only 
way  it  can  be  developed  is  through  people  specializ¬ 
ing  in  the  business  and  under  the  basis  of  a  common  car- 

© 

rier. 

Q.  What  have  been  the  results  of  the  operations  of  U.  S. 
Airlines  in  terms  of  revenues  and  expenses?  A.  Well,  I 
am  sorry  to  say  that  we  have  got  less  revenue  than  we  paid 
out  in  expenses. 

Q.  And  to  what  do  you  ascribe  that  result?  A.  Well, 
my  experience  all  my  life  has  been  that  to  start  a  new  busi¬ 
ness,  'unless  you  are  awful  lucky,  you  have  a  lot  of  opera¬ 
tional  problems  that  you  get  into,  organizational  expenses, 
and  your  hindsight  is  always  better  than  your  foresight, 
and  we  could  have  improved  our — that  is,  reduced  our 
losses  had  we  known  some  of  the  things  that  we  know  now. 
But  I  attribute  it  mainly  to  the  general  organization  and 
the  resarch  problems  that  you  run  into,  plus  the  fact  that 
we  do  have  equipment  that  is  pretty  hard  to  make  pay 
even  at  good  rates. 

Q.  Have  you  had  any  particular  problems  in  your  con¬ 
tract  air  freight  service  which  are  different  from  those 
arising  through  the  transportation  of  passengers  and  their 
baggage?  A.  Do  we  run  into  any  problems? 

Q.  Yes.  A.  There  isn’t  any  question  about  it.  It  is  a 
very  specialized  business.  I  mean,  it  isn’t  a  question  of 
having  a  few  stevedores  to  throw  the  stuff  around,  and  you 
find  that  also  this  freight  that  we  handle  doesn’t  by  any 
means  walk  in  and  out  of  these  airplanes.  We  have, 
i  truly,  without  exaggeration,  real  engineering  prob- 
3595  lems.  The  other  day  we  flew  down  three  large  Mar- 
;  tin  engines,  that  weighed  well  over  a  ton.  It  was  not 
an  easy  feat.  We  had  to  be  careful  with  the  equipment,  the 
loading  and  unloading  of  that  equipment  was  for  specialists. 

Q.  Did  each  of  the  engines  weigh  a  ton  ?  A.  They 
weighed  a  little  over  a  ton. 
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Q.  Has  your  operational  setup  played  any  part  in  ac¬ 
counting  for  an  excess  of  expenses  over  revenue?  A.  Re¬ 
peat  that,  please. 

Examiner  Cusick:  Read  it  back,  please. 

(Thereupon  the  pending  question  was  read  by  the  re¬ 
porter,  as  above  recorded.)  • 

The  Witness:  Yes.  We  have  experienced  some  instances, 
and  we  are  improving  them.  I  think  it  is  general  knowl¬ 
edge  we  had  a  couple  of  highly  paid  executives  come  in 
which  we  had  to  make  other  changes  here,  and  I  took  over 
quite  actively  around  the  first  of  October.  I  find  that  we 
have  cut  our  expenses  about  between,  I  guess,  1  think  it 
is  around  $10,000  or  maybe  $20,000  for  the  month  of  Oc¬ 
tober.  We  have  also  increased  our  revenue,  I  w’ould  like 
to  report 

By  Mr.  Beitel: 

Q.  Has  the  company,  through  its  limiting  its  operations 
on  a  contract  basis,  has  that  limitation  had  any  effect  upon 
the  revenues  in  the  past,  in  your  opinion?  A.  Oh,  there  is 
no  question  about  it 

Q.  What  kind  of  effect?  A.  Well,  we  just  within  the — 
it  was  impossible  to  get  the  business  that  was  in  sight,  that 
was  available.  1  don’t  say  that  was  true  right  at  the 
3596  beginning,  because  we  had  to  do  a  selling  job  on  this, 
but  it  has  certainly  proven  true  in  the  last  few 
months,  that  you  just  can’t  get  the  business  through  con¬ 
tracts,  because  we  have  been  turned  down  a  number  of 
times  on  some  very  good  business  where  we  insisted  on 
contracts.  They  just  won’t  in  most  cases  entertain  them. 

Q.  Have  you  used  the  service  of  freight  forwarders?  A. 
We  have  not. 
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3597 

•  •  *  #  # 

Q.  In  the  present  operations  have  you,  is  the  company 
complying  with  all  the  requirements  of  the  safety  regula¬ 
tions?  A.  Yes,  we  are.  We  have  done  everything  in  our 
power  to  get  the  thing  set  up  to  the  highest  standard  pos¬ 
sible.  We  have  taken  the  experience  of  our  personnel  from 
the  certificated  lines  as  to  the  requirements  set  up  for  them, 
and  we  have  gone  along  on  that  basis,  and  we  have  gone 
along  to  the  extent  that  a  couple  of  months  ago  we  had 
received  our  operating  certificate  from  the  CAA,  which,  I 
understand,  is  one  of  the  first  ones  issued,  of  its  type. 

Q.  Is  that  Exhibit  40A?  A.  Yes,  it  is. 

Q.  Several  of  the  applicants  had  submitted  detailed  ex¬ 
hibits,  reproducing  certain  of  their  operating  procedures 
and  maintenance  procedures.  Why  did  U.  S.  Airlines  not 
submit  such  exhibits?  A.  Well,  we  could  have.  And  we 
would  have  had  an  exhibit  here  just  much  thicker  than 
the  present  exhibit,  because  we  have  submitted  those  to  the 
CAA,  and  it  was  on  the  approval  of  those  manuals 

3598  that  we  received  this  operating  certificate.  In  other 
words,  this  certificate  is  the  same  thing  as  the  man¬ 
uals. 

Q.  Do  you  have  maintenance  manuals  approved  by  CAA? 
A.  Yes,  we  do. 

Q.  You  have  flight  manuals  approved  by  CAA?  A.  Yes. 

Q.  You  have  operations  manuals  and  procedures  ap¬ 
proved  by  CAA?  A.  We  do. 

Q.  Did  the  CAA  make  an  actual  inspection  of  U.  S.  Air¬ 
lines’  facilities?  A.  They  made  a  very  thorough  office 
inspection.  I  might  add  that  we  have  just  received  our 
instrument  maintenance  manual,  I  mean  approval. 

At  the  same  time  we  set  up  these  manuals,  we  also  set 
up  the  necessary  manuals  for  our  fixed  base  operation, 
which  goes  under  the  name  of  “U.  S.  Flying  Service.”  We 
also  received  our  operating  certificates  for  that,  too. 
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Q.  In  order  to  obtain  the  operating  certificate  repro¬ 
duced  as  Exhibit  40A,  did  the  CAA  require  that  a  pilot 
training  program  be  inaugurated?  A.  They  did. 

Q.  And  have  you  inaugurated  such  a  program?  A.  We 
had  it  in  operation  at  the  time  of  the  physical  inspection. 

Q.  Do  you  have  any  opinion  as  to  whether  it  would  or 
not  be  possible  for  two  or  more  companies  to  successfully 
operate  between  the  same  two  air  freight  areas? 
3599  A.  I  don’t  think  there  is  any  question  but  what  there 
is  plenty  of  room  for  more  than  two  operators  be¬ 
tween  any  of  these  areas. 

Q.  Do  you  think  that  if  U.  S.  Airlines  were  certificated 
to  operate  the  service  which  it  has  proposed  in  these  ex¬ 
hibits,  that  such  service  would  add  considerably  to  the  con¬ 
gestion  of  airports  or  air  traffic  in  the  United  States?  A. 
There  has  been  a  lot  of  discussion  about  that.  Of  course, 
anybody  that  is  very  close  to  the  operational  end  knows  it 
is  a  problem.  But  I  frankly  don’t  believe  that  we  are  going 
to  run  into  any  more  difficulty  than  we  have  now. 

The  CAA  are  attempting  to  handle  that  phase  of  it.  We 
know  it  is  a  problem.  We  know  the  certificated  air  lines 
are  having  a  problem.  But  there  are  various  systems  that 
are  being  proposed  at  this  time  that  will  relieve  that  situ¬ 
ation. 

At  the  same  time,  I  don’t  believe  that  there  is  any  ques¬ 
tion  but  what  there  will  be  a  development  of  freight  opera¬ 
tions  at  separate  airports.  The  minute  that  that  has  gone 
along  far  enough,  it  will  relieve  to  a  great  extent  the  con¬ 
gestion  that  we  are  all  complaining  about  that  exists  at 
these  various  airports. 

I  can  also  see  where  some  of  this  congestion  is  going  to 
be  cut  down  when  they  force  the  private  flying  into  some 
other  airport  other  than  either  of  these  terminals,  either 
freight  or  passenger  terminals.  But  I  don’t  look  for  any 
trouble  on  it. 


1986 


Excerpts  from  Testimony  of  Harry  R.  Play  ford 

If  we  go  along  with  our  proposal  here,  we  will  in¬ 
crease  our  operation  probably  a  hundred  or  over  a 

3600  hundred  percent.  But  I  just  don’t  see  where  it  is 
going  to  be  such  a  problem  that  it  can’t  be  handled 

because  we  are  going  to  have  new  types  of  radio  equipment 
installed  in  these  various  places,  and  they  are  talking  about 
television,  and  I  mean  it  isn’t  too  far  off.  Those  problems 
can  be  solved. 

Q.  Do  you  believe  that  an  independent  freight  carrier, 
such  as  U.  S.  Airlines,  will  be  able  to  do  a  better  job  in 
transportation  of  air  freight  than  a  carrier  which  also 
carries  persons  and  their  baggage?  A.  Yes,  sir.  To  that 
question  we  don’t  feel  that  there  is  any  possibility  of  an 
outfit  that  is,  like  the  certificated  lines,  to  operate  a  freight 
business  unless  they  get  into  the  freight  business  exactly 
the  same  as  we  are.  It  has  to  be  absolutely  separate.  It 
takes  too  much  time  of  the  top  men  to  do  the  proper  think¬ 
ing  in  the  freight  business,  or  vice  versa. 

I  mean  the  passenger  lines,  I  know  will  admit  that  they 
have  a  large  problem  ahead  of  them.  They  have  changed 
their  minds  about  certain  things  the  same  as  we  have. 

That  has  been  proven  in  the  types  of  the  DC-4  interior 
equipment  that  they  have  run  into. 

So  it  takes  a  lot  of  concentration,  a  lot  of  time,  and  you 
have  to  specialize  in  it. 

Now  there  are  problems  in  the  handling  of  the  freight, 
there  <  are  engineering  problems  in  connection  with  the 
handling  of  this  freight.  We  are  just  touching  the  very 
top  of  this  freight  business,  but  as  an  example,  I  mean  you 
run  into  things  every  day  that  are  even  astounding 

3601  to  us. 

We  had  a  request  to  move  this  circus,  which  prob¬ 
ably  everybody  knows  about.  We  moved  it  from  Guate¬ 
mala  over  to  Havana,  and  a  week  before  that,  or  a  day  be¬ 
fore  that  we  never  would  have  conceived  of  the  idea  of 
moving  a  circus. 
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I  mean  these  things  come  up  overnight,  and  it  really  is 
quite  a  problem.  And  it  is  not  just  a  matter  of  flying  air¬ 
planes.  It  is  an  engineering  problem  that  has  to  be  a 
specialized  business. 

Q.  Has  U.  S.  Airlines  every  carried  a  passenger  for 
hire?  A.  No,  we  have  not.  I  may  qualify  that  from  a 
standpoint  that  we  do  have  this  fixed  base  operation,  and 
we  do  take  charter  flights.  I  mean  regular  charter,  like 
ambulance  service  or  what  have  you.  But  not  the  U.  S. 
Airlines. 

•  *  *  •  • 

3602  Q.  Would  you  be  satisfied  with  a  general  exem- 
tion  order  which  permitted  the  operation  of  an  air 
freight  service  but  did  not  result  in  the  issuance  of  certif¬ 
icates  to  carriers?  A.  No.  We  wouldn’t  be  satisfied  with 
that  at  all. 

Q.  Why  not?  A.  Well,  first  of  all,  we  are  in  this  busi¬ 
ness  because  we  have  a  lot  of  confidence  in  the  business. 
And  if  it  is  going  to  be  a  success,  it  is  going  to  have  to  be 
a  combination  of  two  things.  First,  it  is  going  to  have  to 
render  a  service  to  the  public.  We  are  going  to  have — to  be 
any  good  we  are  going  to  have  to  prove  its  convenience 
and  necessity.  And,  in  the  second  place,  we  are  in  it  to  try 
to  make  money.  The  only  way  we  can  do  it  is  to  have  the 
real  assurance  of  the  Government  that  if  we  go  ahead  and 
develop  this  business  and  render  that  service  of  convenience 
and  necessity  to  the  public,  we  should  not  be  tied  down  by 
a  temporary  certificate  that  can  be  revoked  at  any  time 
regardless  of  what  our  investment  may  be. 

Examiner  Cusick:  You  mean  a  temporary  exemption? 

The  Witness:  Temporary  exemption. 

Examiner  Cusick:  You  said  certificate. 

The  Witness:  Temporary  exemption. 

It  is  a  flimsy  basis  on  which  to  set  up  an  organization 
that  is  going  to  take  a  lot  of  money  and  a  lot  of  time. 
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•  •  •  •  • 

Q.  Mr.  Playford,  the  exhibits  of  TJ.  S.  Airlines  indicate 
that  additional  capital  resources  may  be  required  to  con¬ 
duct  the  projected  operations.  By  what  method  do 

3603  you  contemplate  obtaining  those  additional  capital 
resources?  A.  Well,  we  have  two  or  three,  at  least, 

that  I  can  think  of  at  the  moment.  If  all  of  our  stockholders 
are  happy,  we  could  probably  get  it  through  our  present 
stockholders.  That  would  be  one  source. 

To  start  off  wdth,  it  probably  could  be  financed  on  a  loan 
from1  the  bank,  with  the  resources  we  already  have,  plus 
these  trust  setups  for  the  equipment.  Or  we  could  go  out 
and  attempt  to  float  an  entirely  new  public  stock  issue. 

All  of  these  things  depend  entirely  on  the  financial  and 
economic  circumstances  of  the  country  at  the  time  that  we 
may  want  to  do  these  things. 

Q.  In  your  opinion,  would  U.  S.  Airlines  be  able  to  ac¬ 
quire  the  capital  resources  in  the  event  a  certificate  is 
issued?  A.  We  have  done  pretty  well  so  far.  I  don’t  think 
so.  I  don’t  think  we  will  have  any  trouble.  If  we  have 
trouble,  everybody  will  have  trouble. 

•  *  •  *  • 

3604 

*  •  •  *  • 

Cross  Examination 
By  Mr.  Page : 

Q.  Mr.  Playford,  is  it  an  accurate  statement,  sir,  to  say 
that  your  proposal  contemplates  a  service  on  fixed  sched¬ 
ules  between  areas  without  reference  to  particular  points? 
A.  No.  We  would  start  off  with  particular  points.  Our 
particular  points  would  be  the  base,  main  consolidating 
point.  It  would  be  natural.  There  is  no  reason  to  think, 
except  in  remote  cases,  which  is  also  true,  where  we  would 
set  up  a  base  of  operations,  as  we  consider  it,  incorporating 
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a  consolidating  point,  at  any  point  except  where  there  was 
a  large  concentration  of  people,  and  business. 

Now,  there  are  remote  points  in  these  areas  that 

3605  we  may  still  do  the  same  thing.  We  have  already 
done  so  in  Florida.  We  have  based  down  at  Lan- 

tana — 

Q.  Before  you  expand  that  point,  Mr.  Plavford,  my 
question  was  endeavoring  to  reduce  to  its  essence  the  pro¬ 
posal  that  you  make.  Would  you  be  good  enough,  sir,  to 
turn  page  3,  Exhibit  1.  In  the  opening  sentence  of  that 
page,  you  state  that  “The  outstanding  feature  of  the  pro¬ 
posed  service  is  regular  schedules  between  areas.”  And  on 
page  5,  you  state  that  “The  service  must  be  flexible,  based 
on  present  experience,  and  should  not  be  restricted  to  par¬ 
ticular  points.” 

Taking  those  two  elements  together,  I  had  anticipated 
that  your  answer  would  be  in  the  affirmative,  that  is  to  say, 
sir,  is  not  the  essence  of  your  proposal  a  fixed  schedule 
operation  between  areas,  not  restricted  to  particular  points? 
A.  They  will  be  restricted  to  certain  points.  We  can’t  get 
away  from  that  from  the  operational  part  of  the  thing. 
But  we  attempt  to  do  two  things  at  the  same  time :  Handle 
our  operational  problems,  at  the  same  time  attempting  to 
locate  that  problem  in  point,  a  fixed  point  at  each  area,  at 
least  one,  where  there  is  a  large  concentration,  or  consoli¬ 
dated  shipments  to,  that  is,  in  and  out. 

Q.  With  respect  to  the  schedules,  however,  those  points 
would  not  be  named  on  the  schedules  filed.  Is  that  correct, 
sir?  A.  In  the  publication  of  schedules?  Are  you  referring 
to  that? 

Q.  I  am  not  trying  to  limit  you  to  that,  sir,  but 

3606  referring  to  the  service  in  its  essence.  You  don’t 
propose  to  name  the  points?  A.  Yes,  I  think  we 

will.  I  think  we  can  easily  do  that. 

Q.  Returning  to  page  1,  and  taking  the  next  paragraph 
of  the  exhibit,  Mr.  Playford,  you  state  that,  “Because  of 
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the  importance,” — that  is  with  reference  to  the  first  para¬ 
graph — “because  of  the  importance  of  the  needed  regulari¬ 
ty  that  U.  S.  Airlines  will  endeavor  to  provide  a  service 
showing  exact  times  for  arrival  and  departure.” 

Is  the  word  “exact”  intended  in  its  ordinary  meaning, 
sir?  A.  Well,  it  probably  could  be  considered  on  the  same 
basis  as  the  definition  to  “schedule.”  If  we  find  that  it  is 
necessary  to  go  into  a  consolidating  point  once  a  day, 
there  is  no  reason  why  we  can’t  set  up  our  operations  to 
set  that  schedule  at  a  specific  time.  It,  I  think,  probably 
won’t  be  on  the  minute,  but  it  certainly  should  be  within 
the  hour,  and  I  think  we  all  find  it  is  pretty  difficult  to  sched¬ 
ule  them  much  closer  to  that. 

Q.  Where  you  mention  “Consolidation  points,”  I  take  it, 
sir,  you  are  referring  to  the  graph —  A.  We  consider  them 
all  consolidating  points. 

Q.  All  points  within  the  areas?  A.  Every  point  that 
we  have  decided,  we  would  call  them  consolidating  points 
because  there  seems  to  be  some  confusion  in  our  minds 
when  we  start  to  name  these  various  points. 

The  first  thing  we  know,  we  find,  we  start  off  with 
3607  one  shipment,  picking  up  at  a  point,  and  because  we 
go  in  and  out  of  there  we  find  that  there  is  a  great 
interest  developed  in  that  airport,  in  that  particular  town, 
of  shipments  both  in  and  out  of  that  town,  and  it  is  very 
possible  that  these  points  will  develop  into  specific — -with 
specific  schedules  that  can  be  published,  designating  that 
particular  point  after  the  thing  is  developed. 

That  is  why  we  ask  for  this  flexibility  of  service.  It  can 
be  seasonal,  of  course. 

Q.  Would  it  not  appear  then,  Mr.  Plavford,  that  the  state¬ 
ment  on  page  5  gives  a  misleading  impression,  sir,  slightly 
inconsistent?  I  refer  again  to  the  phrase  in  the  first  sen¬ 
tence,  page  5,  “and  should  not  be  restricted  to  particular 
points.”  I  take  it,  sir,  that  your  testimony  that  you  have 
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just  given  indicates  that  that  meaning  should  be  somewhat 
modified.  A.  I  don’t  feel  that  way  about  it.  If  you  will 
explain  further,  maybe  I  will  get  your  point.  I  just  don’t 
quite  understand  what  you  are  pointing  at. 

Examiner  Cusick :  Maybe  we  can  clarify  it,  Mr.  Playford. 
I  think  Mr.  Page’s  question  is  directed  to  this  first  sentence 
on  page  5  of  Exhibit  1,  which  says  that  the  proposed  service 
should  be  flexible  and  not  restricted  to  particular  points, 
and  your  previous  testimony  just  given  was  that  U.  S.  Air¬ 
lines  would  go  into  every  point  that  it  proposes,  all  these 
consolidation  points  set  out  in  your  map. 

The  Witness:  The  points  we  have  on  that  map  do  not 
indicate  our  thinking  as  to  particular  consolidating 
360S  points.  It  was  just  to  more  or  less  outline  the  areas 
which  we  service. 

I  think  the  exhibit  explains  how  we  arrive  at  those  areas 
by  counting  boundary,  and  the  names  of  these  towns  have 
no  specific  meaning  except  they  are  the  outstanding  towns 
in  that  area,  and  it  is  most  likely  they  would  be  the  first 
ones  we  would  serve. 

#  *  •  *  # 

3611 

•  *  #  •  * 

Further  Cross  Examination 

By  Mr.  Page : 

•  •  •  •  • 

3612 

•  •  •  •  • 

Q.  Would  you  turn  to  Exhibit  4,  page  5?  The  second 
and  third  paragraphs? 

In  the  first  paragraph,  you  state,  of  course,  that  the  past 
operation  has  been  a  contract  air  service,  and  in  the  third 
paragraph  you  state :  “By  virtue  of  its  contract  operations, 
the  company  has  explored  many  of  the  problems  inherent 
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in  airfreight  service,  and  is  now  in  a  position  immediately 
to  offer  a  regular,  common  carrier  airfreight  service.” 

What  period  of  time  would  you  wish  the  word  “immedi¬ 
ately”  to  be  understood  as  meaning?  A.  Now.  Today. 

Q.  You  feel  that  no  transition  period  in  operations  and 
training  of  personnel  and  methods  of  fufilling  a  certificate 
is  needed;  that  you  could  start  immediately?  A.  We  could 
start  immediately;  but  naturally,  there  would  be  develop¬ 
ment  as  the  business  increased.  There  would  be  problems, 
as  we  have  problems  today. 

I  think  that  there  was  something  mentioned  a  short 
3613  time  ago  about  warehousing.  We  have  come  to  the 
conclusion  that  there  would  probably  have  to  be 
warehousing  at  these  large  consolidating  points.  Those 
facilities  aren’t  really  available  to  anybody  yet. 

•  •  •  •  • 

3615 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Stanley  Morris: 

Q.  Mr.  Playford,  you  testified,  I  believe,  that  in  your 
judgment  the  proposed  revised  economic  regulations  which 
wTould  permit  contract  carriers  certain  exemptions,  while 
helpful,  wrould  not  be  as  helpful  and  would  not  permit  the 
same  type  of  financing,  for  instance,  as  permanent  certifi¬ 
cation,  such  as  you  have  applied  for. 

Why  is  that?  Can  you  elaborate  upon  that  a  little  more? 
A.  Well,  I  think  I  mentioned,  in  reference  to  the  large 
expenditures  necessary  to  develop  this  business  that  we 
propose:  it  will  not  interest  investors  in  a  company  such 
as  ours,  where  the  certificate,  or  the  letter  of  temporary 
authority,  whatever  may  be  given,  on  a  temporary  basis, 
definitely  dpes  not  encourage  people  to  invest  large  sums 
of  money  in  such  an  operation. 

•  •  •  •  • 
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3617 

•  •  •  •  # 

Cross  Examination 
By  Mr.  Seamon: 

Q.  Mr.  Playford,  in  discussing  the  question  of  your 
operations  and  the  difficulties  with  which  you  have  been 
confronted,  I  understood  you  to  say  that  on  one  or  two 
occasions  you  found  that  operating  into  a  point  in  and  of 
itself  developed  traffic;  that  as  you  had  occasion  on  your 
contract  operations  to  serve  a  certain  point,  you  found 
increased  traffic  developing  out  of  that  point?  A.  There 
was  definitely  a  potential.  But  it  retarded  our  operation, 
because  in  some  instances  we  were  not  able  to  get  con¬ 
tracts. 

Q.  Would  you  relate  that,  then,  Mr.  Playford,  to  your 
legal  inability  to  afford  the  regular  scheduled  service  that 
the  shippers  required?  A.  Definitely  so. 

Q.  Now,  as  I  understand  your  operations,  they  have  been 
on  exclusively  a  contract  basis.  Have  those  contracts  been 
primarily  of  a  recurring  nature;  that  is,  extending  over 
a  period  of  time  *  A.  That  is  the  only  way  we  take 

3618  these  contracts. 

Q.  You  took  no  spot  shipments  whatsoever?  A. 
Yes,  we  did;  where  it  was  indicated  that  we  could  prove 
to  the  shipper,  as  an  experiment,  that  it  could  continue. 

Q.  And  in  the  course  of  soliciting  your  business  and 
generating  your  contract  business,  did  you  find  a  rather 
serious  problem  from  the  point  of  view  of  revenues  and 
expenses:  that  of  obtaining  return  loads?  A.  Yes.  But 
we  find  that  after  a  good  deal  of  hard  working  we  have 
been  able  to  develop  loads  both  ways. 

Q.  in  other  words,  your  solicitors  at  points  apart  from 
your  primary  generating  points  have  been  directing  their 
efforts  to  soliciting  freight  to  fill  up  return  loads  on 
planes  that  have  come  out  of  major  terminating  contract 
points,  such  as  New  York  and  Florida;  is  that  right?  A. 
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That  is  true,  and  other  points  which  increased  our  ex¬ 
penses.  It  is  a  type  of  solicitation  which  is  expensive. 

Q.  Now,  your  primary  solicitation  from  the  point  of 
view  of  traffic  salesmen,  and  so  forth,  has  been  in  Florida 
and  in  the  New  York  area,  hasn’t  it?  A.  And  Chicago 
and  Los  Angeles. 

Q.  That  is  right.  I  am  referring  now'  to  Exhibit  5. 
Those  have  been  the  four  primary  points?  A.  Well,  we 
have  had  them  in  other  points  too. 

Q.  I  am  talking  now'  just  about  the  emphasis  of  your 
traffic  generation.  It  has  been  at  those  four  primary 
1  points?  A.  Would  you  repeat  that  question? 

3619  Q.  The  emphasis  of  your  traffic  generating  efforts 
has  been  at  those  four  primary  points,  the  Florida 

area,  Chicago  area,  New  York,  and  Los  Angeles?  A.  Yes, 
if  you  refer  to  them  as  areas;  because  w'e  tried  to  cover 
each  area  w'ith  the  most  profitable  contract  that  we  could 
obtain. 

Qj  Now',  in  discussing  your  area  type  of  operation — 
and  I  am  now  referring  to  Exhibit  2,  the  department  for 
development  of  air  freight  service — do  you  include  within 
the  north  central  area  Kansas  City?  A.  No,  we  do  not. 

Q.  You  have  no  intention  of  serving  Kansas  City  at 
all?  A.  I  can’t  say  that  we  have  no  intention.  It  all 
depends  on  what  we  are  certificated  for. 

Q.  Well,  assuming  you  were  certificated  as  you  have 
requested  in  this  application,  you  w'ould  not  contemplate 
serving  Kansas  City’?  A.  No,  w’e  w'ould  not  be  able  to. 

Q.  Now,  just  to  discuss  for  a  minute,  to  see  if  I  under¬ 
stand  you,  the  question  of  your  consolidation  points: 
I  understand  you  to  request  in  this  proceeding  authority 
to  serve  the  entire  area  of  each  one  of  your  designated 
freight  areas.  A.  That  is  correct. 

Q.  And  you  propose  to  serve  those  areas  through  cer¬ 
tain  consolidated  points,  as  you  described  them  this  morn¬ 
ing?  A.  That  is  correct. 

3620  Q.  We  agree,  don’t  we,  that  in  receiving  a  certifi¬ 
cate  of  public  convenience  and  necessity,  the  Board 
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vests  both  the  privilege  of  service  and  an  obligation  to 
render  that  service?  A.  That  is  correct. 

Q.  So  that  you  want  the  privilege  of  serving  each  one 
of  the  areas  for  which  you  have  applied;  and  in  turn, 
you  presuppose  the  assumption  of  an  obligation  to  furnish 
an  adequate  service  throughout  that  entire  area?  A.  That 
is  correct. 

Q.  And  that  is  going  to  be  done  through  one  or  more 
consolidation  points  in  each  area?  A.  That  is  correct. 

Q.  How  many  there  will  be,  exactly  which  ones  they 
will  be,  you  don’t  know?  A.  We  haven’t  any  idea. 

Q.  Do  you  have  any  idea,  Mr.  Playford,  as  to  how  far 
a  consolidation  point  would  be  from  the  extreme  limit  of, 
for  want  of  a  better  term,  the  trade  area  which  would  be 
served  through  that  consolidation  point?  A.  In  mileage? 

Q.  Yes,  sir.  A.  Well,  I  think  that  in  mileage,  from  one 
extreme  to  the  other,  it  measures  a  little  over  700  miles. 
I  don’t  know  the  exact  mileage. 

Q.  Now,  I  don’t  think  you  understood  me.  Let  me  re¬ 
phrase  that:  Each  one  of  these  consolidation  points  as¬ 
sumes  in  my  mind,  as  you  described  it,  the  position 
3621  of  a  trade  center;  or  in  the  same  manner  that  the 
conventional  air  carrier  through-serving  a  particu¬ 
lar  point  will  serve  an  area  surrounding  that  point,  which 
may  vary  from  25  to  50  or  more  miles?  A.  That  is  cor¬ 
rect. 

Q.  Now,  I  understand  that  you  propose  the  same  pattern 
by  contemplating  the  designation  in  schedules  which  you 
will  eventually  file:  several  consolidation  points;  or  the 
establishment,  if  you  will,  of  certain  sub-areas  within  each 
one  of  your  major  areas.  Is  that  correct?  A.  I  may  an¬ 
swer  that  this  way:  that  we  are  applying  for  certificates 
from  one  area  to  the  other,  to  seven  different  areas.  If  the 
Board  requests  that  we  name  points  within  an  area  that 
we  are  going  to  serve,  the  only  way  I  could  answer  that 
would  be  possibly  by  two  answers:  That  we  know  where 
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we  are  going  to  put  up  our  operational  base ;  and  then, 
any  other  port  that  is  available  Tor  us  to  use  will  be  the 
consolidating  point  in  that  area. 

Now,  one  of  these  airports  away  from  the  operational 
base  may  develop  into  a  very  definite  year-round  con¬ 
solidating  point.  Another  one  fifty  miles  from  there  may 
be  a  consolidating  point  for  only  three  months  of  the  year. 
It  may  be  a  consolidating  point  just  periodically  through 
the  year. 

But  we  consider  them  all  consolidating  points:  any 
place  that  we  can  possibly  serve  within  the  area. 

Q.  Now,  when  you  say  “all”  I  am  not  sure  that  I  un¬ 
derstand  what  you  mean.  You  mean  any  area  in  the  area 
to  which  you  can  afford  service?  A.  That  is  right. 
3622  Now,  that  is  with  the  understanding,  of  course,  at 
!  the  present  time,  that  there  would  be  a  minimum 
from  these  various  smaller  points. 

Q.  And  each  one  of  those  consolidation  points  is  going 
to  have  traffic  fed  into  it;  isn't  that  right?  A.  It  may 
have  it  fed  into  it.  It  may  be  just  one  organization  that 
would  make  it  desirable  for  us  to  serve  that  airport,  be¬ 
cause  of  one  manufacturer  producing  enough  or  receiving 
enough  for  us  to  stop  in  there  once  a  day  or  once  a  week, 
or  once  a  month. 

Now,  when  I  think  of  once  a  month:  it  is  a  service  that 
is  just  occasional  service;  and  with  a  certain  minimum, 
we  feel  that  we  can  afford  to  serve  those  points. 

Q.  Now,  at  your  major  consolidation  points,  you  would 
propose  a  scheduled  service,  which  might  be  once  or  twice 
a  day;  is  that  right?  A.  As  to  the  major  points,  we  don't 
consider  them  from  the  schedule  point  of  view,  but  any 
particular  point  in  the  area.  We  are  setting  up  our  sched¬ 
ule  from  area  to  area,  with  sufficient  tolerance  on  that 
schedule  to  serve  a  certain  part  of  that  area. 

If  there  is  another  part  that  needs  to  be  served,  we  will 
set  up  another  schedule  for  that. 
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Now,  there  is  enough  tolerance  that  is  incorporated  in 
the  schedule  from  one  area  to  the  other  to  allow  us  to 
make  two  or  three  stops  and  still  be  on  schedule. 

That  is  why  I  stated  before  that  it  isn’t  an  on-minute 
schedule  basis. 

Q.  You  don’t  propose  more  than  two  round  trips 

3623  a  day  to  any  one  area,  do  you?  A.  That  is  right. 

In  Exhibit — 

Q.  Exhibit  14  is  the  one  I  am  referring  to.  A.  There 
are  more  schedules  than  two  a  day  into  the  California 
area,  but  they  go  to  other  areas. 

Q.  They  go  to  other  areas.  So  from  the  point  of  view 
of  California-New  York  service,  you  would  have  what  you 
call  a  tolerance  of  only  two  round  trips  a  day?  A.  No, 
the  tolerance  would  be  in  the  hours  of  each  schedule.  In 
other  words,  if  we  were  to  take  this  Exhibit  53  on  page 
1:  It  is  those  extra  sheets  we  supplied  here  this  after¬ 
noon.  And  from  Area  A,  we  just  set  those  up. 

Now,  the  square  in  Area  A  goes  to  a  square  that  ap¬ 
parently  doesn’t  show  on  your  sheets,  in  Area  C. 

If  you  take  a  pencil  and  outline  a  square  in  there  similar 
to  the  one  in  A,  it  may  clarify  it. 

And  it  also  goes  into  a  square  in  Area  B. 

We  set  those  up  because  we  know  we  are  going  to  have 
to  have  an  operational  base  in  there. 

But  there  is  no  reason  why  we  shouldn’t  set  our  opera¬ 
tional  base  in  some  part  of  the  area  that  is  a  large  con¬ 
solidating  locality. 

Q.  All  right.  Now,  right  there:  You  are  going  to  set 
it  up  in  the  center  of  a  large  consolidating  locality.  I  as¬ 
sume  the  reason  for  that  is  to  avoid  having  to  go  into 
too  many  smaller  points.  Is  that  right?  A.  In  that  par¬ 
ticular  locality. 

Q.  Now,  how  large  do  you  envisage  that  locality 

3624  will  be?  A.  Well,  that  is  a  question  I  can’t  answer. 

When  you  are  talking  about  a  50-mile  radius,  that 

might  be  it.  I  don’t  know. 
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Q.  In  other  words,  you  would  truck  material  into  that 
airport  in  that  consolidating  locality?  A.  That  is  true. 

Q.  All  right.  And  the  distance  will  have  to  be  deter¬ 
mined  on  the  basis  of  future  experience?  A.  That  is  true. 

Q.  So  you  may  find  that  in  one  area  you  can  do  it  with 
two  or  three  consolidating  points,  and  in  another  area 
you  may  need  as  many  as  ten  during  one  part  of  the  year, 
and  you  may  reduce  it  to  three  during  a  certain  season, 
and  you  may  go  up  to  20  during  another  season?  A. 
That  is  absolutely  true. 

Q.,  And  you  may  operate  that,  if  you  have  enough 
schedules  to  afford  you  a  certain  flexibility — you  may  go 
into  four  different  points  on  four  different  schedules;  and 
on  the  other  hand,  if  you  don’t  have  enough  schedules,  you 
may  do  a  route  winding  through  all  of  those  consolidating 
points  before  you  leave  the  area  to  go  into  another  area? 
A.  That  is  true.  That  is  why  we  have  that  tolerance  of 
hours  between  areas,  rather  than  attempting  to  set  up  a 
schedule  between  these  bases  of  operations. 

Q.  Now,  have  you  given  any  thought  as  to  how  much 
traffic  you  would  require  before  you  stopped  at  a  certain 
point,  either  to  pick  up  or  to  deliver  a  load?  A.  We  are 
convinced  that  it  will  depend  upon  the  proximity 
3625  of  the  present  consolidating  point,  as  of  today: 

whether  we  could  economically  go  to  another  point 
and  pick  up  less  than,  say,  two  thousand  pounds. 

If  that  other  point  develops,  as  on  page  2  of  this  ex¬ 
hibit,  which  is  designated  in  these  triangles,  we  would 
naturally  set  up  a  consolidating  point  there. 

Q.  Only  if  it  paid  you?  A.  No.  It  would  depend  on  the 
volume. 

Q.  That  is  what  I  say:  If  there  were  sufficient  volume 
to  pay  you  to  do  it?  A.  We  certainly  have  to  arrive  at 
a  margin  where  the  volume  indicates  that  the  public  want 
that  service. 

Q.  I  see.  So  therefore,  in  a  point  which  would  be  some 
distance  removed  from  any  present  point,  you  would 
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have  to  have  a  demand  for  the  service  generated  before 
you  would  put  your  regular  service  in  ?  Isn’t  that  the  an¬ 
swer?  A.  I  can’t  tell  which  is  the  chicken  and  which  is 
the  egg.  I  don’t  know  which  comes  first.  It  may  be  that 
we  would  create  one  of  those  through  our  sales  depart¬ 
ment;  which  I  think  probably  we  would. 

I  think  that  is  the  way  it  would  come  first.  It  is 
natural  for  me  to  imagine  this:  that  as  soon  as  they  find 
out  that  U.  S.  Airlines  has  gone  into  a  particular  point, 
after  the  first  day,  we  may  get  telephone  calls  to  see  if 
we  won’t  go  to  another  airport  within  40  or  50  miles. 
And  we  certainly  would  investigate  it  and  find  out  what 
it  was  all  about;  and  no  doubt  give  them  the  service. 

Q.  If  there  was  enough  to  make  it  worth  your 

3626  while  on  a  regular  basis?  A.  Well,  1  am  sure  there 
would  have  to  be  a  minimum.  Less  than  a  mini¬ 
mum:  I  think  that  is  where  the  express  angle  comes  into 
it 

Q.  But  by  and  large,  your  operations  at  first  are  going 
to  be  primarily  restricted  to  certain  consolidation  points, 
whereby  you  are  going  to  operate  schedules  from  and  to 
those  particular  consolidation  points  to  other  consolida¬ 
tion  points  in  other  areas?  A.  That  is  true.  But  I  don’t 
want  to  concentrate  the  impression  that  we  do  not  con¬ 
sider  one  airport,  one  small  town,  where  we  pick  up  one 
load,  not  a  consolidating  point.  That  is  a  consolidating 
point,  as  far  as  my  thinking  is  concerned. 

Q.  Every  stop  you  made  would  be  considered  a  con¬ 
solidating  point?  A.  That  is  right. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Carter: 

Q.  Mr.  Playford,  looking  at  your  area  service  map, 
Exhibit  14:  of  course,  when  you  do  start  your  opera- 

3627  tions,  you  are  going  to  have  to  start  somewhere, 
are  you  not?  A.  That  is  true. 
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Q.  And  conceivably,  under  your  plan  of  operations 
there,  you  might  start,  might  you  not,  with  a  consolidating 
point  at  Miami,  Florida  and  a  consolidating  point  at 
Tampa  or  St.  Petersburg,  probably  St.  Petersburg  in  your 
case.  And  you  might  fly  to  the  North  Central  area  and 
land  at  a  consolidating  point,  say,  Toledo;  and  another 
one  at  Detroit. 

That  is  conceivable,  isn’t  it?  A.  Yes,  sir,  it  is. 

Q.  Well  now,  in  case  the  Board  did  not  certify  you  into 
all  of  the  areas  or  points  that  you  asked  for  in  the  appli¬ 
cation,  and  should  offer  your  company  a  certificate  to  fly 
between  Miami,  St.  Petersburg,  Toledo,  and  Detroit,  would 
you  recommend  to  your  company  to  accept  such  a  certifi¬ 
cate?  A.  We  may.  But  it  certainly  would  take  a  lot  of 
study  for  us  to  find  out  whether  it  would  be  profitable 
and  whether  it  would  serve  the  public  as  we  intend  to 
serve  them. 

We  have  attempted  to  set  this  up  on  as  equalizing  a 
basis  as  possible  from  the  standpoint  of  convenience  and 
necessity  of  the  public;  and  at  the  same  time  make  it  an 
economic  operation  as  far  as  we  are  concerned. 

Q.  But  then  you  think  that,  assuming  that  route  that 
I  was  just  discussing,  the  public  convenience  and  necessity 
wouldn’t  require  any  service  at  the  intermediate  points, 
such  as  Roanoke,  Virginia,  Greensboro,  Columbia, 
3628  or  such  cities  as  that,  that  lie  between  the  two 
areas?  A.  Well,  I  can’t  conceive  that  that  would 
ever  be  true. 

Q.  You  don’t  think  there  is  any  freight  traffic  potential, 
or  any  substantial  potential,  in  the  situation  lying  between 
the  areas;  is  that  right?  A.  You  are  referring  to  cities 
lying  between  the  areas  that  we  have  outlined  here?  T 
misunderstood  you. 

Q.  That  was  what  I  meant :  Such  as  Roanoke,  Virginia, 
and  Greensboro  and  Columbia,  for  instance,  as  I  men¬ 
tioned.  A.  There  no  doubt  would  be  traffic  in  there.  But 
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as  far  as  our  survey  has  gone,  it  hasn’t  been  sufficient  to 
carry  out  our  program  of  handling  the  traffic  that  would 
serve  the  largest  amount  of  public. 

Q.  It  would  be  your  desire  to  load  up  your  plane  before 
you  left  Florida,  and  fly  it  all  the  way  through  to  Toledo 
or  Detroit,  or  both  places?  A.  There  is  no  question  but 
that  is  very  desirable. 

Examiner  Cusick:  Why?  Because  of  the  long-haul  na¬ 
ture  of  it? 

The  Witness:  Generally  speaking,  yes. 

By  Mr.  Carter : 

Q.  Now,  under  your  scheme  of  operations,  you  could 
set  up  that  identical  service  that  I  have  just  mentioned 
without  its  being  specified  in  your  certificate. 

If  you  got  what  you  are  asking  for,  you  could  set  up 
that  same  service  under  it;  that  is,  Miami  to  St.  Peters¬ 
burg  to  Toledo  to  Detroit?  A.  You  say  we  could? 
3629  Q.  Yes,  if  you  get  what  you  have  now  applied 
for.  That  is  one  of  the  services  that  you  could  oper¬ 
ate?  A.  That  is  true. 

’  Q.  But  if  you  did  operate  it  under  the  certificate  that 
you  are  asking  for,  and  put  it  in  operation  one  day,  the 
next  day,  if  you  felt  like  it,  you  could  discontinue  flying 
from  Miami,  couldn’t  you?  A.  No,  I  don’t  think  so,  be¬ 
cause  I  think  the  Board  would  have  something  to  say 
about  that. 

Q.  Well,  then,  do  you  conceive  that  whenever  you  oper¬ 
ated  a  flight  from  a  point  which  thereby  became  a  con¬ 
solidating  point,  you  would  be  obligated  to  keep  on  oper¬ 
ating  regular  flights  from  that  consolidating  point?  A. 
Of  course,  some  of  them  would  be  seasonal.  We  don’t  want 
to  lose  traffic  that.  And  that  is  the  reason  for  this  flexi¬ 
bility  of  service  within  the  area:  to  be  able  to  change 
these  consolidating  points  as  the  demand  requires. 
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Q.  And  unless  there  was  some  minimum  amount  of 
these  demands,  such  as,  say,  two  thousand  pounds,  or  some 
figure  that  you  would  arrive  at,  you  would  feel  at  liberty 
at  any  time  to  discontinue  service  from  any  consolidating 
point  in  an  area;  is  that  right?  A.  If  they  had  less  than 
the  amount  prescribed,  I  am  sure  that  there  would  be 
sufficient  time  for  that  consolidating  point  to  know  that 
service  would  be  discontinued. 

I  think  the  Board  would  require  that,  and  we  would  be 
willing  to  stand  by  whatever  requirements  the  Board 
3630  may  set  up  in  connection  with  that. 

It  gets  right  back  to  the  regulations,  in  regulat¬ 
ing  such  a  proposed  operation  as  ours.  There  isn't  any 
question  but  what  new  types  of  regulations  will  have  to 
be  set  up  for  it.  But  I  don’t  see  any  particular  problem 
in  setting  up  those  regulations. 

•  •  •  •  * 

Cross  Examination 

By  Mr.  Gribbon: 

•  •  •  •  • 


3635 

•  •  •  •  • 

Q.  You  propose  to  acquire  a  considerable  number  of 
aircraft;  1  believe  36  DC-3’s,  2S  DC-4’s,  and  25  Martin 
202’s. 

Do  you  anticipate  that  you  will  acquire  all  of  them  at 
the  outset  of  your  operation  in  the  event  you  are  certifi¬ 
cated!  A.  No.  In  the  first  place,  we  wouldn’t  be  able  to 
do  so  from  the  productive  angle. 

Q:.  Is  there  any  build-up  plan,  as  to  when  you  would 
have  all  of  this  equipment  in  operation?  A.  I  don’t  know 
whether  we  bring  that  out  in  the  exhibit  here,  but  I  think 
it  would  be  possible  within  three  years’  time  to  have  the 
full  complement  as  we  propose. 
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3639 

•  •  •  •  • 

Q.  Do  you  find  there  are  certain  large  cities  to  which 
you  are  providing  service  regularly?  A.  Well,  I  feel 
that  that  is  obvious.  I  mean,  it  naturally  concentrates 
around  certain  areas  or  localities. 

Q.  Well,  more  specifically  than  areas  or  localities,  I 
am  asking  you:  doesn’t  it  concentrate  around  certain 
cities?  A.  No,  not  in  every  respect.  Just  like  down  in 
Florida:  we  have  a  very  light  population  down  there,  and 
the  majority  of  our  traffic  out  of  Florida  comes  from 
Lantana,  as  a  specific  point.  And  there  is  practically  no¬ 
body  down  there  but  farmers. 

Q.  How  much  of  your  traffic  comes  from  that  point? 
A.  I  don’t  know  the  percentage,  but  I  think  Mr.  Bash  can 
give  you  that. 

Q.  Now,  all  of  your  traffic  out  of  the  California  area, 
and  to  the  California  area,  has  been  from  two  points, 
San  Francisco  and  Los  Angeles;  isn’t  that  true?  A.  That 
is  true,  but  only  because  we  have  not  had  the  time 

3640  or  the  personnel  to  develop  it  any  further. 

We  go  to  the  lines  of  least  resistance  and  it  is 
natural  to  go  to  the  points  where  the  population  is  and 
the  calls  can  be  made  more  frequently. 

And  we  are  more  apt  to  get  this  contract  business  in 
those  points.  But  we  don’t  find  that  that  is  true  in  every 
respect. 

•  •  •  •  • 

3642 

•  •  •  •  • 

Q.  Then  would  it  be  fair  to  say  that  originally  those 
cities  that  are  listed  as  principal  points  on  Exhibit  2  will 
receive  service  through  U.  S.  Air  Lines?  A.  Not  neces¬ 
sarily.  i  mean,  I  wouldn’t  want  to  say  that  these  were 
specifically  the  points.  But  the  surveys  that  we  have 
made  indicate  that  they  may  be. 
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We  do  not  want  to  specify  any  specific  point.  We 
3643  want  to  specify  that  we  will  provide,  within  a  cer¬ 
tain  number  of  hours,  service  between  the  Cali¬ 
fornia  area  and  Northeast  area.  And  we  will  have  enough 
tolerance  in  there  to  take  care  of  the  service  within  the 
areas. 

•  •  •  •  # 

3650 

•  •  •  *  * 

Q.  Would  you  consider  a  shipper  who  wanted  to  ship 
about  eight  hundred  pounds  every  day  in  the  week  to  be 
a  pretty  good  account?  A.  Not  under  the  present  setup. 

Q.  You  would  make  no  effort  to  serve  that  shipper? 
A.  We  would  make  an  effort,  naturally,  but  it  would  be 
a  borderline  case.  If  we  had  a  shipper  of  that  sort — un¬ 
less  it  was  a  remote  case  in  a  small  town  where  it  was 
probably  just  one  manufacturer — it  seems  to  me  that  we 
could  certainly  go  out  and  find  two  hundred  pounds  more 
to  consolidate  there,  to  make  it  profitable.  I  am  not  wor¬ 
ried  about  those  things. 

— Except  in  specific  instances,  as  1  just  mentioned: 
some  individual  manufacturer  in  a  small  town,  where  there 
would  be  no  chance  at  all.  Now,  we  don’t  intend  to  serve 
those  kinds  of  situations.  It  is  just  the  same  as  the  rail¬ 
roads.  They  don’t  go  into  every  town  in  the  country. 
We  would  probably  run  into  a  situation  -where  the  con¬ 
solidating  point  may  be  only  30  or  40  miles  away.  And 
he  could  truck  that  into  that  consolidating  point,  where 
we  have  a  larger  load  factor  coming  in  and  out. 

3651 

•  •  •  •  • 

3652 

•  •  •  •  • 

Q.  And  you  testified  that  three  cities  within  an  area 
would  receive  service  on  each  schedule?  A.  That  is  true. 

Q.  Then  do  you  feel  that  you  will  be  able  to  give  service 
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to  all  of  the  cities  within  these  areas;  looking  at  your 
service  pattern  on  Exhibit  14?  A.  It  may  be  necessary 
for  us  to  develop  a  feeder.  If  it  develops  to  that  point, 
we  may  have  to  develop  a  feeder  service,  bringing  those 
into  a  consolidating  point. 

Q.  And  then  trans-shipping  from  the  consolidating 
points?  A.  Yes.  That  all  goes  right  back  to  the  amount 
that  goes  in  and  out  of  these  consolidating  points.  If  the 
load  factor  is  high  enough,  we  will  just  put  a  second 
section  on  that  schedule.  If  it  isn’t,  and  there  are  just 
small  shipments,  we  may  have  to  develop  a  sort  of  a  feeder 
service  into  one  consolidating  point;  if  that  is  desirable. 

Q.  Would  you  consider  it  better  from  the  point  of  view 
of  your  operations  to  get  a  certificate  which  limited  you 
to  these  areas,  or  to  get  a  certificate  which  permit- 
3653  ted  you  to  fiy  between  any  points  in  the  United 
States?  A.  No,  1  mean,  w’e  don’t  want  any  more 
than  we  are  asking  for. 

Q.  You  feel  that  you  will  be  able  to  meet  adequately 
only  the  needs  of  these  few  areas  that  you  have  selected? 
A.  At  the  present  time,  1  think  that  the  proposed  layout 
that  we  have  here  will  adequately  serve  the  majority  of 
the  public,  shippers  and  consumers. 

Q.  Now,  supposing  there  were  four  carriers  given  a 
certification  identical  to  that  requested  by  you  here.  Do 
you  feel  that  those  four  would,  between  them,  serve  all 
of  the  cities  within  those  areas  that  have  airports?  A. 
My  thinking  today  is  that  it  would. 

Q.  They  would  sort  of  get  together  and  split  up  the 
cities,  so  that  none  of  them  would  be  serving  the  same 
city?  A.  It  is  possible  that  they  would  not  be  serving 
the  same  cities,  and  it  is  possible  that  they  would.  We 
don’t  believe  that  we  can  possibly  handle  the  potential 
between  these  areas  by  ourselves. 

Q.  You  don’t  believe  that  the  service  of  all  four  of  the 
carriers  would  gravitate  toward  the  large  cities  to  the 
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exclusion  of  service  to  the  smaller  cities?  A.  Not  nec¬ 
essarily. 

Q.  And  it  would  be  profitable  for  some  of  them  to  con¬ 
centrate  entirely  on  the  small  cities?  A.  It  is  hard  to 
determine  that.  It  all  depends  on  how  your  efforts  are 
put  forth,  and  just  what  you  want  to  develop. 

3654  As  we  find  it,  most  anything  will  go  by  air  at  the 
moment,  and  1  think  that  that  will  exaggerate  it¬ 
self  as  the  service  developed. 

Q.  It  is  easier  to  develop  the  traffic  in  the  larger  cities, 
isn't  it?  A.  Not  necessarily. 

*  *  *  *  • 

3655 

*  •  •  *  * 

Q.  Looking  at  Exhibit  53,  I  understand  from  prior  testi¬ 
mony  that  all  points  that  have  an  airport  within  your 
area  are  to  be  considered  as  consolidation  points.  A. 
Possible  consolidation  points. 

Q.  Possible  consolidation  points?  A.  Yes. 

Q.  And  that  at  the  present  time  you  are  unable  to  name 
any  consolidation  points  specifically  with  which  you  will 
commence  operations?  A.  That  is  true. 

Q.  That  is  true?  A.  Yes. 

Q.  Now,  where  will  your  branch  operations  base  be 
located?  A.  Well,  at  the  present  time  we  have  one  in 
Newark,  we  have  one  in  Chicago,  one  in  Los  Angeles,  and 
one  in  Atlanta.  And  of  course  our  main  operations  base. 
St.  Petersburg,  Florida. 

Qj  In  Florida  in —  A.  St.  Petersburg. 

Q.  Then  you  have  no  operations  base  in  St.  Petersburg? 
A.  No  operations. 

Q.  Nor  in  Texas  or  the  northwestern  area?  A.  No. 

3656  Q.  Would  you  expect  o  have  at  least  one  opera¬ 
tions  base  in  each  of  those  areas  when  you  com¬ 
menced  operations?  A.  I  don’t  think  there  will  be  any 
question  about  it. 
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Q.  Would  there  be  more  than  one,  do  you  think?  A.  It 
its  possible,  depending  on  the  number  of  schedules  going 
into  a  second  consolidating  point  within  the  area. 

Q.  And  between  your  branch  operations  points  you 
would  have  regular  schedules?  A.  Yes,  most  likely. 

Q.  Most  likely?  A.  It  is  possible  that  if  you  were  at¬ 
tempting  to  name  a  specific  point,  it  is  possible  that  some 
of  these  wouldn’t  have  necessarily  any  specific  schedules 
into  them. 

Q.  I  see.  A.  I  can’t  imagine  any,  but  the  operational 
setup  and  the  actual  consolidating  really  have  no  rela¬ 
tion  in  one  respect,  and  in  the  other  respect  they  do. 

Now,  we  have  no  operational  base,  for  instance,  in 
Lantana,  but  we  do  a  lot  of  business  out  that  during  the 
season.  Now,  when  we  state  operational,  it  is  very  limited. 
We  do  have  a  teletype  system  down  there,  and  a  repre¬ 
sentative  down  there,  but  we  have  no  means  of  servicing 
an  airplane,  for  instance,  there. 

The  operational  phase  of  it  is  also  broken  down  to  some 
extent.  When  we  refer  to  “operational  bases”  we  take  in 
both  the  traffic  division  of  the  operation  and  also  the 
maintenance,  and  in  some  instances  they  are  combined 
in  the  one  base. 

3G57  Q.  What  is  the  significance  of  the  designation 
“principal  point”  in  Exhibit  2?  A.  Well,  the  prin¬ 
cipal  point,  as  referred  to  here,  was  an  outcome  of  what  the 
Examiner  had  recommended  in  the  New  Orleans  case, 
and  also  in  this,  that  we  designate  specific  points  within 
the  area  in  the  event  that,  as  I  understand  it,  the  Board 
saw  fit  to  certificate  you  as  between  specific  points.  We 
are  not  requesting  that  at  all.  It  was  a  requirement,  as 
I  understood  it,  by  the  Examiner. 

Examiner  Cusick:  I  would  like  that  clarified  at  this 
point,  if  you  don’t  mind,  Mr.  Gribbon. 

Mr.  Playford,  are  you  referring  to  the  pre-hearing  con¬ 
ference  report? 
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The  Witness:  That  is  true. 

Examiner  Cusick:  And  the  references  contained  there¬ 
in  with  respect  to  the  Examiner's  opinions? 

The  Witness:  That  is  true. 

Examiner  Cusick:  Continue  on.  I  may  have  something 
later. 

Bv  Mr.  Gribbon: 

Q.  Then,  so  far  as  your  application  is  concerned,  you 
will  have  no  greater  or  lesser  responsibility  to  serve  the 
principal  points  named  in  Exhibit  2,  than  you  will  to 
serve  every  other  point  within  these  areas?  A.  Well, 
our  responsibility  will  lie  in  the  public  demand,  it  seems 
to  me.  And  principal  points  will  be  the  points  where  that 
demand  generates. 

Now,  I  may  add  in  this  respect,  I  think  I  testified 
3658  to  that  a  little  while  ago,  that  principal  points  as 
designated  in  Exhibit  2  are  the  points  within  the 
area  that  we  could  name  as  the  localities  within  the  area 
that  develop  the  largest  portion  within  that  area.  I  mean 
it  is  broken  down  into  these  principal  points  within  the 
area.,  where  the  concentration  or  consolidation  of  most  of 
the  'traffic  will  develop  in  that  particular  area. 

Q.  They  represent  your  idea  of  the  cities  where  the 
most  traffic  is  going  to  be  generated  within  your  area.  Is 
that  true?  A.  At  these  points  you  mean? 

Q.  Yes.  A.  It  appears  to  be  that. 

Q.  And  therefore —  A.  I  mean  it  was  easier  to  pick 
them  out  on  the  map  because  they  were  designated.  We 
have  a  place,  like  in  Florida,  I  don’t  believe  we  designate 
it  on  here  except,  what  is  it,  West  Palm  Beach  or  Fort 
Pearce,  but  there  is  a  town  there  of  Lantana,  and  that 
developed  because  of  all  these  gladiola  growers  right  in 
there,  and  it  is  no  town  at  all,  it  just  happens  that  luckily 
they  have  a  nice  airport  and  we  can  serve  them,  and  con¬ 
solidate  all  of  these  shipments  out  of  there  into  this 
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Lantana  airport.  And,  of  course,  that  is  not  designated 
on  the  Florida  area  here. 

Q.  At  any  given  time  you  may  be  serving  only  one- 
third  of  the  cities  named  here?  A.  That  is  true. 

Q.  And  at  the  same  time  be  serving  a  great  many 

3659  other  cities  that  are  not  named  here?  A.  That  is 
absolutely  true. 

Q.  Are  these  the  cities  to  which  you  will  provide  sched¬ 
ules  initially?  A.  It  appears  that  way.  I  think  that  that  is 
the  way  it  will  develop  because  of  our  survey  we  find  that 
these  are  in  localities  within  the  area  that  has  a  great 
potential  out  of  that  area. 

Q.  And,  if  these  cities  would  produce  as  much  traffic 
as  you  expect  they  will,  would  you  have  available  any 
equipment  to  serve  any  other  cities?  A.  I  think  that  is 
only  limited  by  the  amount  of  cash  we  may  have  and  the 
production  of  the  aircraft.  I  mean  we  certainly  would 
attempt  to  go  out  and  get  this  equipment  if  it,  if  the  busi¬ 
ness  develops  to  a  point  where  we  can’t  satisfactorily  serve 
it  with  the  equipment  we  already  have.  I  mean  we  are 
ready  to  go  ahead  and  do  that. 

Q.  You  stated  on  direct  examination,  I  believe,  that 
your  experience  has  shown  that  reqular  schedules  be¬ 
tween  areas  are  required  geared  to  the  shippers  require¬ 
ments?  A.  That  is  true. 

Q.  I  take  it  from  that  that  the  shipper  has  to  know  that  a 
service  from  one  area  to  another  area  is  going  to  be 
available  before  he  can  be  sold  on  shipping  by  air  freight. 
A.  That  is  true. 

Q.  Now,  take,  for  example,  a  shipper  in  Buffalo  who 
desires  to  ship  to  Dallas.  Do  you  feel  that  he  will  re¬ 
ceive  sufficient  assurance  of  service  if  he  knows  that  there 
are  going  to  be  three  schedules  from  the  northeast 

3660  area  to  the  Texas  area?  A.  I  think  so. 

Q.  You  feel  that  you  could  sell  him  on  the  basis 
of  three  schedules  from  one  area  to  the  other  area?  A. 
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At  least  it  is  a  start.  I  mean,  I  don't  certainly  anticipate 
that  we  are  going  to  go — going  to  keep  to  three  schedules. 

Q.  That  would  be  true  despite  the  fact  that  all  three 
of  those  schedules  might  leave  from  New  York  rather 
than  from  Buffalo?  A.  Well,  in  that  event — I  mean,  if 
there  is  a  shipper  in  Buffalo  that  wants  to  go  to  the  Texas 
area,  we  certainly  would  put  on  an  extra  section  or 
schedule. 

Q.1  Isn’t  the  regularity  and  certainty  of  service  that  the 
shipper  requires  actually  a  city  to  city  service  rather 
than  an  area  to  area  service?  A.  I  don’t  think  so. 

Q.  You  feel  that  you  could  sell  him  on  the  basis  of 
schedules  from  one  area  to  the  other  area?  A.  We  have 
done  very  well  up  to  this  point,  even  on  contract. 

Q.  In  the  Boston-New  Orleans  case,  Docket  No.  730  et 
al,  I  believe  you  testified  in  answer  to  a  question  as  fol¬ 
lows: 

“We  found  that  in  servicing  these  contracts  it  was 
more  desirable  for  us  and  also  for  the  shippers  to  be 
able  to  depend  on  a  particular  departing  time  and 
arrival  time,  and  so  we  established  schedules  in  con¬ 
nection  with  the  contracts.” 

3661  Now,  at  that  time,  were  you  speaking  of  the  de¬ 
parting  time  and  arrival  time  between  areas  or  be¬ 
tween  cities?  A.  In  that  instance  it  was  both,  because 
we  had  already  conceived  this  area  conception  at  that 
time,  and  we  were  operating  generally  on  that  idea.  But 
it  happens  that  it  designates  a  city  to  the  particular 
shipper.  But  it  is  actually  area  from  area  that  we  think. 
Of  course,  we  have  to  know  where  it  goes.  We  have  to 
know  where  we  pick  it  up.  And  it  just  breaks  it  down, 
it  breaks  the  area  conception  down  to  a  finer  point. 

Q.  But  the  shipper  won’t  be  sold  if  he  is  assured  only 
of  an  area  to  area  schedule,  will  he?  A.  Well,  we  all 
know  we  have  to  land  some  place. 
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Q.  And  isn’t  he  sold  only,  if  you  land  at  the  city  in 
which  he  desires  to  serve —  A.  No,  that  hasn’t  been  true. 

Q.  In  that  same  case,  page  3763,  you  testified: 

“There  are  always  two  or  more  possible  major 
points  in  each  area  that  could  be  designated  as  spe¬ 
cific  points,  but  we  do  have  to  have  a  flexibility  of 
reaching  out  into  the  adjoining,  or  in  the  adjoining 
territory  of  the  particular  area  to  pick  up  this  freight 
and  also  to  deliver.” 

Now,  has  your  notion  of  the  area  concept  changed  since 
the  date  of  that  case?  A.  Not  materially  at  all. 

Q.  You  still  feel  that  there  will  be  a  few  specific  points 
in  each  area?  A.  1  don’t  think  there  will  be  any  question 
about  it.  It  goes  right  back  to  your  operational 
3662  problems  again.  That  is  one  instance  where  they 
are  tied  very  closely  together. 

You  have  to  have  certain  facilities  like  communications, 
and  you  certainly  can’t  operate  those  on  a  mobile  basis. 
I  mean  you  have  to  have  a  setup  there  for  communica¬ 
tions,  and  it  is  just  natural  that  we  would  attempt  to 
locate  those  in  an  area  where  there  was  a  large  concentra¬ 
tion  of  this  type  of  traffic  that  we  intend  to  handle. 

Q.  And  then  won’t  the  bulk  of  your  service  tend  to  be 
between  those  cities  where  you  have  your  communications 
personnel  and  your  permanent  station  personnel!  A. 
Well,  in  some  instances  yes,  in  some  instances  no.  We 
have  an  entirely  different  type  of  communications  and 
service,  for  instance,  Lantana.  I  keep  using  that  because 
it  was  one  of  our  first  stops.  There  is  nothing  there  ex¬ 
cept  an  airport,  and  nothing  adjoining  the  airport  ex¬ 
cept  these  farms.  And  we  have  teletype  service  and  com¬ 
munications  service  during  the  period  of  the  time  that 
we  serve  those  shippers  down  there. 

In  a  base  like  Chicago  it  is  entirely  different.  It  is  a 
big  town,  it  is  pretty  well  established,  and  we  do  have 
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consolidation  of  traffic  right  there  at  our  operational  base 
here  in  Chicago.  But  there  are  two  extremes,  as  I  see  it, 
and  it  is  the  first  extreme  that  we  have  to  make  arrange¬ 
ments  for,  in  this  flexible  service.  We  don’t  even  attempt 
to  move  our  operations  out  of  there,  the  teletype.  It  is 
there,  available  for  that  service,  but  the  amount  of  traffic 
in  and  out  of  there  is  very  limited  at  the  low  point 
3663  of  the  season. 

•  •  •  •  • 

3665 

i  •  i  •  • 

Cross  Examination 

By  Mr.  Peyser: 

•  •  •  •  • 

3667 

•  •  •  •  • 

Q.  In  connection  with  your  Exhibit  No.  2,  I  have  just 
one  question  I  wish  to  ask  you.  1  don’t  want  to  go  over 
what  has  been  gone  over  before.  But  if  you  start  oper¬ 
ating  in  the  Texas  area,  and  you  are  informed  that  there 
are  about  1,000  pounds  at  each  one  of  the  8  principal 
points  shown  on  your  Exhibit  No.  2,  that  are  to  move  to 
Chicago,  how  would  you  plan  to  move  those  shipments 
to  Chicago?  A.  You  say  in  the  event  there  was  1,000 
pounds  at  each  point? 

Q.  Yes.  A.  It  could  be  done  in  two  ways.  It  could  be 
done  on  a  consolidation  principle  of  a  pick-up  system, 
or  they  could  be  brought  in  to  a  consolidating  point  and 
reshipped  from  there. 

3668  Examiner  Cusick:  Via  truck? 

The  Witness:  It  could  be  both,  by  truck  or  by 

plane. 

By  Mr.  Peyser: 

Q.  Have  you  any  present  plan  or  arrangement  by  which 
you  would  render  that  service  when  you  start  operating 


2013 


Excerpts  from  Testimony  of  Harry  R .  Playford 

between  the  Texas  area  and  the  north  central  area?  A. 
Are  you  referring  to  the  points  designated  in  here? 

Q.  Yes,  S  points  designated  in  there.  A.  We  have  not 
taken  into  any  consideration  these  points  as  they  are 
designated. 

Q.  Perhaps  I  have  not  made  my  question  clear.  My 
question  is  addressed  to  how  you  would  arrange  to  render 
the  service  between  these  9  points  in  Texas  and  Chicago? 
A.  It  all  gets  back  to  the  volume  in  each  one  of  the  points. 

Q.  I  am  assuming  there  is  an  equal  volume  in  each 
point.  A.  Well,  if  there  was  a  thousand  pounds  in  each 
point,  we  would  probably  pick  up  1,000  pounds  in  each 
point  and  consolidate  it  within  the  ship.  In  some  in¬ 
stances,  it  may  be  surface  shipped  into  a  consolidating 
point. 

We  don’t  want  to  start  off  and  name  these  points,  be¬ 
cause  it  is  confusing  to  have  these  points  in  here  as  I 
see  it.  But  they  have  really  nothing  to  do  with  our  con¬ 
ception  of  service  at  the  present  time. 

It  just  happens  that  those  are  printed  in  there,  and  they 
happen  to  be  the  points  that  we  were  more  or  less 
3669  forced  to  designate  within  the  areas. 

•  •  •  •  • 

3671 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Moye: 

Q.  I  notice  from  your  exhibit  14,  Mr.  Playford,  that 
apparently  you  don’t  propose  any  service  between  the 
Texas  area  on  the  one  hand  and  the  Louisiana  area  and 
the  southeast  area,  or  between  the  Louisiana  area  and  the 
southeast  area.  Is  that  correct?  A.  That  was  gen- 

3672  erally  correct  at  the  time,  because  we  have  found 
the  relationship  between  these  areas  almost  identi- 
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cal.  There  is  some  variation,  but  it  is  not  at  all  promising 
as  far  as  relationship  between  those  three  areas. 

Q.  That  is  based  on  your  experience  in  the —  A.  Up  to 
date. 

•  •  •  •  * 

3675 

*  •  •  •  * 

Q.  How  much  tonnage,  which  you  have  carried  in  the 
past,  has  consisted  of  flowers,  relatively  speaking?  A.  I 
am  afraid  you  will  have  to  refer  that  to  Mr.  Bash,  too. 
It  is  a  lot  of  flowers. 

Q.  i  Wouldn’t  you  say  that  the  great  majority  of  your 
traffic  has  consisted  of  flowers?  A.  No,  but  by  no  means. 
I  may  qualify  that.  In  the  beginning  of  the  operation,  it 
was,  because  we  went  for  the  products  that  were  quickly 
available.  But  it  developed  that  it  is  one  of  the  large 
items  but  by  no  means  the  majority  of  the  shipments. 

Q.  Well,  so  far  as  the  southeast  area  is  concerned,  has 
the  majority  of  your  shipments  been  of  flowers?  A.  That 
is  true.  I  think  that  that  is  going  to  develop  differently, 
too,  in  connection  with  this  export-import  business. 

Q.  Have  you  lost  more  money  on  your  scheduled  con¬ 
tract  operations  than  you  did  on  your  non-scheduled  oper¬ 
ations?  A.  When  we  started  our  scheduled  operation,  it 
seemed  as  though  there  was  a  change  overnight  in  con¬ 
nection  with  additional  revenues.  In  other  words,  we 
made  more  money,  that  is,  collected  more  money.  The 
revenue  was  greater  on  scheduled  than  it  was  on 

3676  non-scheduled. 

Q.  Weren’t  you  asked  in  the  Boston-New  Orleans 
case,  Mr.  Play  ford,  whether  you  were  losing  more  money 
as  a  contract  scheduled  operator  than  you  did  as  a  non- 
scheduled  charter  operator,,  and  didn’t  you  answer  yes? 

Mr.  Beitel:  What  page? 

Mr.  Moye:  3814. 
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Mr.  Beitel:  Mr.  Examiner,  I  would  like  to  read  the 
complete  answer  from  that  transcript,  because  the  word 
“yes”  is  followed  by  a  comma,  and  there  is  explanation 
in  connection  with  it. 

By  Mr.  Moye: 

Q.  To  complete  my  question,  didn't  you  answer,  "Yes, 
but  we  also  find  it  very  desirable  to  have  a  schedule  for 
the  contracts  that  we  do  service,  for  the  reason  that  we  are 
attempting  to  become  a  common  carrier,  so  that  we  can 
go  out  publicity  and  solicit  the  business  that  we  do  not 
feel  we  can  at  the  present  time.”  A.  That  is  true. 

Q.  Has  your  experience  changed  since  that  time?  A. 
Considerably. 

Q.  What  is  your  rate  of  loss  per  ton  mile?  A.  Rate 
of  loss  per  ton  mile? 

Q.  Yes.  A.  You  will  have  to  ask  Mr.  Bash. 

Q.  Do  you  know  liow  much  you  are  losing  a  month? 
A.  In  dollars? 

Q.  Yes.  A.  Yes,  I  think  we  lose — we  lost  $80,000 
3677  last  month. 

Q.  You  are  losing  considerably  more  monthly 
under  your  contract  or  scheduled  operations,  are  you  not, 
than  you  were  under  your  non-scheduled  operations?  A. 
Yes,  but  there  is  no  comparison  as  to  the  type  of  the 
operation,  or  the  amount  that  we  have  been  carrying. 
In  each  week  it  has  been  diminishing.  The  revenues  are 
beginning  to  go  in  the  direction  of  the  costs,  and  they  are 
very  encouraging. 

Q.  What  is  the  highest  monthly  loss  you  have  sustained? 
A.  July,  I  think  it  was.  I  am  not  sure. 

Q.  It  was  higher  than  $80,000?  A.  Yes. 

Q.  How  long  would  you  be  willing  to  continue  to  lose 
money  at  the  rate  of  $80,000  a  month?  A.  Well,  we  cer¬ 
tainly  don’t  want  to  continue  at  all. 

Examiner  Cusick:  You  can’t  fix  a  definite  date  on  that 
very  well,  can  you? 
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Q.  Didn’t  you  testify  in  June  that  you  were  not  willing 
to  lose  $50,000  a  month  for  very  long?  A.  That  is  true. 

•  *  •  •  * 


3687 

*  •  *  #  * 

Cross  Examination 

By  Mr.  Stroud: 

•  •  *  •  ♦ 


3691 

•  •  •  •  • 

Q.  I  understood  you  to  testify  that  you  now  believe 
that  it  will  probably  be  necessary  for  you  to  have  ware¬ 
houses  at  your  principal  consolidating  points.  A.  I  can 
honestly  say  I  don’t  think  there  is  any  way  out  of  it. 

3692  Q.  Do  I  understand  from  that  that  you  don’t 
think  it  will  be  necessary  to  have  them  at  points 

other  than  your  principal  consolidating  points?  A.  It  is 
possible  that  you  will  have  them  at  every  point.  Some 
type  of  a  warehouse  facility. 

Qj  If  you  have  a  tolerance  of  four  hours  on  a  schedule, 
don’t  you  think  it  will  be  quite  necessary  to  have  it?  A. 
That  is  exactly  what  I  am  thinking  about. 

*  •  •  •  • 

Qi  I  note  on  page  4  of  Exhibit  1  that  you  think  that 
at  the  outset  you  anticipate  on  north-  and  east-bound 
schedules  that  you  will  be  able  to  maintain  95  per  cent 
load  factor.  Are  you  anticipating  any  great  amount  of 
competition  on  that  schedule?  A.  Well,  we  are  antici¬ 
pating  competition  on  every  schedule. 

Q.  Do  you  expect  to  maintain  that  95  per  cent  load 
factor  all  the  year  round  on  trips  from  Florida  up  to 
northeast,  the  north  central  area?  A.  From  the  seasonal 
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standpoint  we  are  anticipating  that.  Now,  not 
3693  from  the  year  round.  I  mean,  we  can’t  run  as  many 
schedules,  in  other  words,  from  the  southeast  area 
to  the  northeast  area  in  the  summer  time  and  keep  a 
100  percent  load  factor.  You  naturally  would  cut  out 
schedules,  and  cut  out  sections. 

Q.  Well,  then,  that  is  an  annual  average,  is  it!  A.  It 
would  be.  Yes.  But  not  in  comparison  with  schedules. 

Q.  What  will  you  do  with  your  planes  in  the  off-seasons? 
A.  That  is  why  we  want  the  various  areas  because  it  is 
all  predicated  on  this  rise  and  fall  of  the  various  peaks 
of  the  various  areas,  and  we  find  in  one  of  our  exhibits 
here  where  that  evens  off,  taking  into  consideration  all 
of  the  peaks  and  the  drops  in  all  the  areas. 

•  #  •  •  • 

3696 

•  •  •  •  • 

By  Mr.  Stroud: 

Q.  Has  U.  S.  Airlines  ever  made  a  public  issue  and 
offering  of  stock?  A.  We  have. 

Q.  How  much  did  U.  S.  Airlines  net  in  that  public 
offering,  that  is,  after  underwriting  discounts?  A.  If  you 
will  give  me  the  prospectus  I  can  tell  you  exactly. 

(Document  handed  to  witness.) 

A.  $2,475,000. 

Q.  What  was  the  price  to  the  public?  A.  $3.25  to  the 
public. 

•  •  i  •  • 

3698 

Cross  Examination 
By  Mr.  Grisard: 

Q.  Just  to  clear  up  one  thing  about  your  application, 
Mr.  Playford.  In  your  original  application  filed  May  20, 
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you  requested  a  certificate  without  specifying  whether 
temporary  or  permanent,  and  as  I  digested  your  one  and 
only  amendment  you  didn’t  change  that  language,  but  I 
understand  now  that  you  are  amending  your  application 
orally  to  state  that  you  are  willing  to  take  a  temporary 
certificate.  Is  that  right?  A.  Well,  we  may.  That  is 
correct. 

Q. 1  In  your  original  application  you  applied  for  certain 
areas,  and  in  your  amendment  filed  September  3,  1946 
you  named  certain  co-terminal  points  within  such  areas 
with  the  specification  that  they  were  not  to  be  limited  to 
such  points.  You  also  requested  authority  to  serve  any 
of  these  points  through  any  airport  within  a  50-mile 
radius  of  any  such  point. 

Now,  have  you  made  any  study  to  determine  whether, 
if  you  drew  a  circle  of  50-mile  radius  around  each  of  the 
co-terminals  named,  you  would  cover  every  airport  within 
that  area  which  you  could  use?  A.  I  don’t  think  we  have. 

Q.  Do  you  think  that  if  you  were  issued  a  certificate 
which  allowed  you  to  serve  each  of  the  points  you  have 
applied  for,  through  any  airport  within  a  50-mile 
3699  radius  of  that  point,  that  you  could  serve  all  of 
your  traffic-generating  points?  A.  We  haven’t  ac¬ 
tually  applied  for  any  specific  points. 

Q.  I  understand  these  are  points  which  you  specifi¬ 
cally  named  with  the  provision  that  you  don’t  want  your 
certificate  limited  to  such  points,  but  you  have  named 
certain  points  in  your  amended  application,  which  cor¬ 
respond  to  the  principal  points  shown  on  your  map, 
exhibit  No.  2.  A.  But  that  was  at  the  request,  as  I 
understand  it,  of  the  Examiner.  It  was  the  only  reason 
we  put  that  in  there,  at  the  pre-hearing. 
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3705 

*  •  •  •  * 

Cross  Examination 
By  Mr.  Stewart: 

Q.  Mr.  Playford,  I  believe  you  testified  that  you  ex¬ 
pected  air  freight  forwarders  to  relieve  you  of  the  bur¬ 
den  of  consolidating  small  shipments.  Is  that  correct? 
A.  To  a  great  extent.  We  will  continue  our  own  service 
until  such  a  time  as  we  either  go  one  way  or  the  other. 

Q.  Do  you  feel  that  the  air  freight  forwarders  may  also 
be  of  value  to  you  in  the  generation  of  large  shipments 
at  many  of  your  consolidation  points?  A.  Without  a 
doubt. 

•  •  •  •  • 

3706 

•  •  «  •  • 

Further  Direct  Examination 
By  Mr.  Beitel: 

Q.  Mr.  Playford,  in  answer  to  a  question  propounded 
to  you  by  counsel  for  American  Airlines,  you  stated  that 
the  areas  involved  in  this  proceeding  were  included  in 
those  areas  involved  in  the  Boston-New  Orleans  proceed¬ 
ing.  Did  you  mean  to  imply  by  that  that  because  of  that 
fact  there  should  be  any  delay  in  connection  with  the 
Boston-New  Orleans  case?  A.  By  no  means  no  delay. 

Q.  You  said,  I  believe,  on  cross  examination,  that  it 
would  be  impossible  to  develop  the  air  freight  field  prop¬ 
erly  with  a  temporary  certificate.  Did  you  mean  a  tem¬ 
porary  certificate,  or  were  you  referring  to  the  temporary 
exemption  order  which  you  had  just  been  discussing?  A. 
I  was  referring  to  the  temporary  exemption  order. 

Q.  You  testified  that  in  connection  with  the  southeast 
area  a  majority  of  the  air  freight  developed  there  to  this 
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date  has  been  flowers.  Does  that  apply  to  loads  both 
3707  northbound  and  southbound?  A.  Oh,  no. 

Q.  It  applies  to  northbound  loads  only?  A. 
Northbound  loads  only. 

Q.  In  response  to  a  question  propounded  by  counsel 
for  TWA,  1  may  have  misunderstood  you,  but  I  thought 
you  said  that  every  airport  in  an  area  would  be  a  con¬ 
solidating  point.  A.  It  could  be. 

#  #  *  *  # 

3712 

Raymond  W.  Hoecker 

***** 

Direct  examination 
By  Mr.  Beitel: 

Q.  Will  you  state  your  name,  please?  A.  Raymond  W. 
Hoecker. 

Q.  Where  do  you  reside,  Dr.  Hoecker?  A.  Falls  Church, 
Virginia. 

Q.  What  is  your  present  position?  A.  Principal  Trans¬ 
portation  Economist  in  the  Bureau  of  Agricultural 
Economics,  U.  S.  Department  of  Agriculture. 

Q.  Have  you  ever  been  connected  with  U.  S.  Air  Lines? 
A.  Yes. 

Q.  When  did  you  join  the  company?  A.  In  March; 
March,  1946. 

Q.  And  in  what  position?  A.  As  Director  of  Sales 
and  Research. 

Q..  When  did  you  resign  from  that  position?  A.  Sep¬ 
tember,  1946. 

Q.  Do  you  have  a  statement  to  read  in  connec- 

3713  tion  with  your  appearance  as  a  witness  here?  A. 
1  have. 

Q.  Will  you  read  it,  please.  A.  Before  giving  any 
testimony  or  being  cross  examined  in  this  hearing,  I 
would  like  to  make  plain  the  fact  that  I  am  appearing 
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as  a  private  individual  and  former  employee  of  the  IT.  S. 
Air  Lines;  not  as  an  employee  of  the  Bureau  of  Agricul¬ 
tural  Economics  of  the  United  States  Department  of 
Agriculture. 

The  brief  submitted  by  U.  S.  Air  Lines  to  the  Civil 
Aeronautics  Board  in  the  Air  Freight  Case,  810,  et  al., 
was  prepared  partly  by  me,  while  I  was  still  in  the  em¬ 
ploy  of  the  U.  S.  Air  Lines. 

In  order  that  I  may  be  cross  examined  regarding  my 
connection  with  this  brief,  the  Bureau  has  kindly  per¬ 
mitted  me  to  appear  in  this  private  capacity  as  a  former 
employee  of  the  company. 

Q.  Will  you  briefly  state  your  other  experience  in 
transportation  and  marketing?  A.  Prior  to  the  employ¬ 
ment  with  U.  S.  Air  Lines,  I  was  head  of  the  Market 
Organization  Section  of  the  Bureau  of  Agricultural  Eco¬ 
nomics,  and  in  this  capacity7  made  a  number  of  studies 
on  air  transportation. 

A  number  of  these  studies  have  been  published.  In 
addition  to  studying  the  air  transportation  of  agricul¬ 
tural  perishables,  we  also  studied  air  transportation  of 
industrial  commodities. 

Prior  to  employment  with  the  Department,  I  was  con¬ 
nected  with  the  Kansas  State  College  as  professor 
3714  of  marketing.  At  present,  I  am  head  of  the  Trans¬ 
portation  Section  of  Agricultural  Economics. 

Q.  Did  some  of  your  studies  of  air  transportation 
apply  directly  to  air  freight?  A.  Yes,  a  number  of 
them  have. 

Q.  Do  you  hold  any  degrees,  Dr.  Hoecker?  A.  Yes.  A 
B.S.  from  Iowa  State  College  and  an  M.S.  and  Ph.D. 
from  Cornell  University. 

Q.  How  long  have  you  been  engaged  in  transportation 
and  marketing  research?  A.  Since  1938. 
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3717 

•  •  •  *  * 

Q.  Are  you  familiar  with  Exhibit  14  of  U.  S.  Air  Lines 
which  sets  forth  the  schedule,  and  Exhibit  17,  which  indi¬ 
cates  that  25  Martin  202’s  or  28  DC-4’s  will  be  used  in 
the  proposed  operations  of  U.  S.  Air  Lines  between  the 
air  freight  areas  for  which  the  company  has  made  appli¬ 
cation?  A.  Yes,  I  am  familiar  with  it. 

Q.  Will  these  seven  air  freight  areas  provide  air  can¬ 
didates  in  sufficient  volume  to  employ  that  number  of 
aircraft  on  the  schedules  set  out  in  the  exhibits  at  a  75 
to  90  per  cent  load  factor?  A.  In  my  opinion,  they  will. 

Q.  Upon  what  do  you  base  that  opinion?  A.  Upon  the 
potential  air  candidates  existing  in  the  area  and  upon 
the  basis  of  the  studies  we  set  forth  in  these  exhibits. 

Q.  Have  you  made  any  attempt  to  estimate  the  actual 
number  of  ton-miles  of  air  freight  which  might  be  car¬ 
ried  between  these  areas?  A.  We  have  given  that 

3718  a  considerable  amount  of  thought.  In  the  air  freight 
business,  the  common  carrier  basis  is  just  coming 

into  being.  Without  actual  experience  on  which  to  base 
comparisons,  I  doubt  that  an  altogether  reliable  estimate 
can  be  made,  because  we  have  no  way  of  accounting  for 
the  great  number  of  imponderables. 

We  know  definitely  that,  on  the  basis  of  the  plans  and 
schedules  which  have  been  submitted  by  the  applicants, 
there  is  a  sufficient  air  freight  in  each  of  the  air  freight 
areas  to  support  more  than  one  service. 

It  is  my  opinion  that  the  transportation  of  air  freight 
will  be  in  greater  volume  than  the  transportation  of  pas¬ 
sengers.  If  all  of  the  schedules  in  the  industrial  North¬ 
east  to  California  were  put  into  operation,  the  freight 
haul  would  amount  to  only  about  300  million  ton-miles. 
We  took  the  seven  applicants,  the  seven  schedules  and 
what  they  were  applying  for,  between  the  two  areas,  and 
arrived  at  this  figure. 
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This  figure  was  based  upon  what  they  intended  to  do, 
and  it  also  is  based  upon  the  utilization  of  54  C-54’s.  It 
is  our  considered  opinion  that  it  would  be  a  matter  of 
at  least  three  years  before  any  facilities  for  hauling  300 
million  ton-miles  of  freight  would  be  available.  By  that 
I  mean  that  it  is  going  to  take  time  to  put  into  opera¬ 
tion,  even  after  the  certificate  is  granted  to  all  of  them — 
if  it  is  granted  to  all  of  them.  It  would  take  at  least 
three  years  before  they  would  be  up  to  what  they  now 
say  they  are  going  to  put  into  operation. 

By  that  time,  it  is  our  opinion  that  the  three 
3719  hundred  million  will  be  very  much  under-estimated 
in  the  way  of  potential  between  these  two  points. 

Q.  In  giving  your  opinion  that  a  tremendous  volume 
of  air  candidates  exists  in  each  freight  area,  what  as¬ 
sumption  have  you  made  regarding  the  rate  to  be  charged 
per  ton-mile  for  the  transportation  of  such  air  candidates? 
A.  I  have  assumed  that  the  rate  will  be  proper,  in  view 
of  the  service  rendered  and  in  view  of  the  rates  charged 
by  existing  transportation  facilities;  that  is,  rail  freight 
and  rail  express. 

U.  S.  Air  Lines’  exhibits  are  predicated  upon  a  rate 
ranging  between  15  and  one-half  and  11  cents  per  ton- 
mile.  Obviously,  the  lower  the  rate,  the  greater  the  vol¬ 
ume  of  traffic  to  be  carried.  And  relatively  low  decreases 
in  rates  result  in  relatively  large  increases  in  traffic. 

•  •  •  •  • 

3721 

«  •  •  •  • 

Q.  On  page  3  of  the  same  exhibit,  the  next  page,  I  note 
that  there  is  a  heavy  concentration  of  dots  in  Central 
Washington  and  in  the  Shenandoah  Valley.  These  are 
lying  outside  the  areas  applied  for  by  U.  S.  Air  Lines. 
Will  you  explain  why?  A.  Our  air  freight  areas  were 
drawn  up  on  the  basis  of  the  air  candidates  that  were 
produced  and  consumed  in  the  air  freight  areas.  These 
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two  areas  happen  to  be  heavy  apple-producing  areas.  We 
did  not  consider  apples  a  good  air  candidate  and  there¬ 
fore  did  not  include  them  in  our  areas. 

•  •  •  •  * 

3725 

•  •  •  •  • 

Please  refer  to  our  chart  on  U.  S.  21.  The  bottom  line 
there  is  the  production  in  the  Southeast  area,  the  yearly 
production.  This  happens  to  be  the  production  of  agri¬ 
cultural  air  candidates,  the  shipments  of  agricultural 
air  candidates.  You  will  note  that  beginning  in  August 
and  extending  through  November,  the  shipments  are 
practically  zero;  not  100  per  cent  zero,  of  course.  For 
purposes  of  illustration,  let  us  assume  that  during  that 
lowest  time  they  -would  have  enough  business  to 

3726  keep  ten  planes  busy  on  a  weekly  basis.  During 
the  seasons  of  high  production,  as  noted  on  the 

chart,  between  March  and  April,  they  -would  have  enough 
business  to  keep  one  hundred  planes  busy. 

However,  one  company  wouldn’t  be  able  to  furnish 
that  one  hundred  planes  at  the  seasonal  high,  except  at 
a  tremendous  or  at  least  very  high  cost. 

But  if  we  combined  our  Florida  production — the  South¬ 
east  area’s  production — with  the  production  in  the  Cali¬ 
fornia  area:  you  will  note  that  in  California,  just  as  the 
production  in  Florida  is  falling  off,  the  California  area 
production  is  increasing. 

So  that  there  is  an  average  production  between  the 
two  points.  Before  we  come  to  that,  let’s  say  that  Cali¬ 
fornia,  at  the  low  point,  w’ould  keep  a  hundred  planes 
busy.  It  would  require  a  hundred  planes  to  take  care  of 
and  adequately  serve  the  public. 

In  the  times  of  high  production  it  would  take  190 
planes.  So  that,  since  these  two  areas  fit  together  so 
well,  it  would  be  a  simple  operations  matter:  In  March 
-we  would  have  approximately  one  hundred  planes  serv- 
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ing  Florida  in  the  Southeast  area  and  one  hundred  planes 
serving  the  California  area.  In  August  there  would  be 
about  a  hundred  ninety  planes  in  the  California  area 
and  only  ten  planes  in  the  Southeast  area. 

That  is  the  need  for  flexibility  between  areas:  so  that 
we  can  adequately  serve  the  shippers  when  their  needs 
for  air  freight  exist  at  this  lowest  price. 

Now,  the  simple  matter  of  flexibility  within  the 
3727  area  that  we  have  proposed,  and  the  flexibility  be¬ 
tween  areas,  gives  an  economical  air  freight  serv¬ 
ice  to  the  public. 

It  is  economical,  because  they  can  utilize  their  planes 
over  the  greatest  portion  of  the  year,  and  they  can  uti¬ 
lize  the  greatest  number. 

In  other  words,  it  is  a  large  operation:  instead  of  a 
small  ten-plane  operation,  we  have  a  hundred-plane  op¬ 
eration. 

It  is  also  economical,  because  within  the  area  we  can 
get  full  planeloads  at  the  greatest  number  of  times.  That 
is,  we  can  have  the  greatest  potential  with  the  greatest 
load  factor. 

If  we  have  to  serve  some  points  when  there  is  no  air 
freight  there,  it  means  empty  loads  and  empty  runs. 

And  another  important  advantage  of  the  area  service 
as  developed  by  U.  S.  Air  Lines  is  that  it  gives  the  ship¬ 
per  one-carrier-service  for  all  air  freight  shipments. 

That  is  very  important  to  the  shipper.  He  will  not  be 
as  interested  in  air  freight  when  he  has  to  call  in  rep¬ 
resentatives  from  three  or  four  different  companies  in 
order  to  handle  his  air  freight  shipments. 

If  he  can  call  in  one  representative  and  say:  “I  have 
so  much  freight  that  I  want  to  have  handled  for  air 
freight,”  that  is  a  simple  operation  for  him.  It  is  expe¬ 
dited.  There  is  no  trans-shipment  or  delay  caused  by 
trans-shipment,  and  it  is  a  speedy  and  economical  oper¬ 
ation  for  the  shipper. 
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3728 

•  •  •  •  • 

Q.  Does  the  area  service  as  developed  by  U.  S.  Air 
Lines  result  in  any  flexibility  within  the  area?  A.  The 
advantages  of  the  flexible  service?  There  are  a  number 
of  them.  First,  as  I  ventured  before,  it  provides  service 
as  it  is  needed. 

Second,  it  provides  an  opportunity  to  furnish  service 
for  seasonal  needs:  seasonal  needs  in  the  perishable  in¬ 
dustry  and  also  in  industry. 

We  have  found  that  in  Florida  as  to  flowers,  and  as 
to  agricultural  shipments  out  of  Salinas  and  Watson¬ 
ville.  As  to  seasonal  needs,  I  believe  that  most  of  the 
shippers  recognize  they  have  a  big  Christmas  potential. 
They  have  a  big  demand  for  the  shipment  of  goods  just 
before  Christmas.  And  another  seasonal  need  would  be 
Easter  Lilies  for  Easter.  About  three  weeks  before  Easter 
there  is  a  tremendous  demand  for  the  air  shipment  of 
Easter  Lilies  to  catch  the  Easter  trade. 

And  it  provides  service  for  sporadic  needs.  We  differ¬ 
entiated  between  sporadic  needs  and  emergency  needs 
mostly  on  the  basis  of  the  time  element. 

As  to  sporadic  needs,  we  had  a  good  illustration  in 
our  experience  of  the  movement  of  a  paper  mill  in  New 
Orleans.  This  paper  mill  was  moved  to  Guatemala  by 
way  of  Tampa.  For  a  period  of  three  months,  there  was 
a  need  for  air  freight  just  outside  of  New  Orleans  to 
move  the  paper  mill.  At  the  end  of  three  months,  the 
need  ceased.  That  need  may  not  recur  at  this  point  for 
another  two  years,  three  years  or  four  years. 

3729  The  sporadic  need  could  occur  at  almost  any 
point  within  the  areas. 

Another  obvious  reason  of  course  is  that  it  provides 
service  for  emergency  shipments.  As  we  understand 
emergency  shipments,  they  would  be  only  one-lot  ship¬ 
ments  or  two,  or  three,  or  four  planeloads,  and  there 
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would  be,  let’s  say,  an  emergency  shipment  for  factory 
breakdown  at  some  point  in  our  air  freight  area. 

Another  advantage  of  flexibility  is  that  it  permits  the 
shippers  to  take  advantage  of  the  changing  market  con¬ 
ditions.  In  any  number  of  instances,  we  have  gluts  and 
we  have  famines.  Gluts  occur  because  of  weather  condi¬ 
tions,  because  of  weather  conditions  both  in  the  shipping 
area  and  in  the  receiving  area. 

It  may  also  occur  because  of  the  shippers’  inability  to 
correctly  gauge  a  market. 

With  the  flexibility  that  we,  as  we  have  proposed,  the 
shippers  are  able,  when  they  do  hit  a  glutted  condition, 
to  immediately  shift  their  operations  to  a  market  where 
there  is  no  glutted  condition. 

And  they  also  are  able  to  take  advantage  of  the  fam¬ 
ines  in  the  market,  where  there  are  shortages  for  one 
reason  or  another. 

A  snow  storm  may  keep  surface  transportation  out 
of  some  areas  for  a  time.  With  flexibility,  the  shipper 
by  air  can  take  advantage  of  these  good  marketing 
conditions. 

•  •  •  •  • 

3730 

•  •  •  •  • 

Q.  In  the  course  of  this  hearing,  it  has  been  claimed 
that  this  type  of  service  would  result  in  discrimination 
against  such  points.  What  is  your  opinion  on  that  sub¬ 
ject?  A.  Well,  my  opinion  is  that  there  is  no  discrimi¬ 
nation  against  these  points.  In  fact,  it  is  just  the  oppo¬ 
site.  If  we  serve  these  points,  we  are  discriminating 
against  the  terminal  points,  or  the  points  that  we  do 
propose  to  serve.  Let  me  illustrate. 

Mr.  V erner :  Mr.  Examiner,  are  we  going  to  continue  to 
listen  to  a  series  of  arguments  on  the  part  of  the  witness? 

Mr.  Beitel:  Mr.  Examiner,  this  is  an  expert  witness, 
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and  I  am  putting  on  rebuttal  testimony  as  to  why  inter¬ 
mediate  points  are  not  discriminated  against. 

Examiner  Cusick :  I  think  it  could  be  made  more 
brief,  though. 

Mr.  Verner:  He  is  now’  asking  as  to  legal  points, 

3731  among  other  things. 

Examiner  Cusick:  You  don’t  have  a  whole  lot 
more,  do  you?  Let  the  witness  answ’er. 

The  Witness:  To  illustrate  the  point  as  to  the  dis¬ 
crimination,  if  we  assume  that  there  are  no  stops  be¬ 
tween,  let’s  say,  Chicago  and  San  Francisco,  the  cost  of 
shipping  wrould  be  about  ten  dollars  a  hundredweight. 

If  w’e  did  make  the  stops,  the  intermediate  stops,  as¬ 
suming  that  we  had  to  make  three  or  four  intermediate 
stops,  the  cost  of  shipping  would  be  fifteen  dollars  a 
hundredweight.  The  shipper  in  Chicago  or  the  shipper 
in  San  Francisco  wTould  have  to  pay  the  additional  five 
dollars  per  hundredweight  in  order  to  provide  service  for 
the  intermediate  points. 

Intermediate  points  are  costly  to  serve,  for  the  reason 
that  they  are  consmnption  centers,  but  on  the  whole  not 
production  centers. 

By  that  I  mean  this:  If  you  take  five  or  six  intermedi¬ 
ate  stops,  for  example,  you  will  find  that  out  of  the  five 
or  six,  every  one  of  the  intermediate  stops  would  con¬ 
sume  a  certain  amount  of  air  freight. 

However,  perhaps  only  one  of  these  five  w’ould  be  a 
good  production  center  for  air  candidates.  They  would 
have  to  serve  all  five  stops,  and  only  be  able  to  pick  up 
air  candidates  at  one  stop. 

Now,  that  would  mean  that  there  would  be  a  great  deal 
of  empty  space.  They  would  have  to  run  empty  sections 
in  order  to  service  the  one  stop  that  does  produce  a  lot 
of  air  candidates.  It  would  be  more  or  less  of  an 

3732  area  service  between  the  one  place  where  they  do 
produce  air  candidates  and  the  consumption  center. 
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In  order  to  maximize  the  load  factor,  we  would  have 
to  do  one  of  two  things:  It  might  be  necessary  to  main¬ 
tain  salesmen  and  offices  at  the  intermediate  stops  in  order 
to  generate  freight  in  order  to  fill  np  the  airplane,  in 
order  to  carry  it  the  rest  of  the  way  to  its  destination 
with  as  full  a  load  as  possible. 

This  would  be  a  costly  operation  for  one  of  two  rea¬ 
sons.  The  salesman,  to  begin  with,  would  perhaps  have 
to  have  a  space  reserved  for  him  to  sell.  In  other  words, 
we  would  have  to  say,  “Well,  you  have  two  thousand 
pounds  of  space  to  sell  every  day,”  and  he  would  have 
to  limit  his  sales  to  that  space.  That  would  mean  that 
the  airplane  would  have  to  go  empty  or  partially  empty 
from  Chicago  to,  let’s  say,  Denver,  in  order  to  accommo¬ 
date  this  two  thousand  pounds. 

Or  if  we  didn’t  handle  it  that  way,  the  intermediate 
salesman  just  simply  wouldn’t  know  what  to  work  on. 

One  day  the  plane  comes  in  with  a  partial  load  for 
Denver,  and  the  next  day  it  wouldn’t  have  any  load. 

In  any  event,  it  would  be  a  costly  operation  to  give 
this  intermediate  point  the  service  that  it  required. 

One  more  illustration,  in  that  event.  Let’s  take  the  case 
of  Raleigh,  North  Carolina,  which  we  do  not  propose  to 
serve.  Raleigh  is  not  a  good  point  for  air  freight  service, 
in  the  sense  that  it  is  within  overnight  trucking  distance 
of  its  major  markets. 

We  think  that  the  principal  advantage  of  air 
3733  freight  is  to  give  overnight  service  or  one  that  is 
close  to  overnight  service  as  possible. 

If  we  can’t  improve  upon  surface  transportation  with 
overnight  service,  I  don’t  think  we  have  a  very  good  field 
in  air  freight.  And  if  Raleigh,  North  Carolina  would  de¬ 
mand  a  stop,  it  would  be  a  point  that  would,  let’s  say, 
generate  five  per  cent  of  the  total  of  traffic,  but  would 
contribute  20  per  cent  toward  the  expenses. 

And  the  final  point:  We  think  that  by  starting  out  as 
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we  propose,  giving  area  service,  which  we  think  is  by 
far  the  cheapest  service,  the  intermediate  points  will 
obtain  air  freight  a  lot  faster  than  if  we  would  attempt 
to  serve  them  at  this  time  and  stifle  the  growth  of  the 
air  freight  field. 

•  •  •  *  • 

Cross  Examination 
By  Mr.  Page: 

3734 

•  •  •  •  • 

Q.  Would  you  please  turn  to  page  2  of  Exhibit  20? 

The  first  sentence,  which  is  a  parapragh,  you  state,  Dr. 
Hoecker,  that :  “While  we  have  made  no  attempt  to  reach 
a  quantitative  factor  for  determining  the  potential  avail¬ 
able  to  the  Company,  we  have  analyzed  the  principal  fac¬ 
tors  which  affect  the  volume  of  air  freight  potential.” 

3735  Could  you  put  that  sentence  in  simpler  words,  sir? 
A.  I  think  I  brought  that  out  in  direct  testimony. 

We  did  not  attempt  to  arrive  at  a  total  air  potential, 
simply  because  we  did  not  feel  that  we  had  any  facts  upon 
which  to  go. 

For  example,  these  exhibits  were  prepared  in  the  middle 
of  the  summer.  Since  the  middle  of  the  summer,  the  field 
of  air  freight  has  changed  considerably,  and  it  has  changed 
for  the  better.  I  think  if  I  would  have  tried  to  arrive  at 
a  potential  at  that  time,  I  would  have  had  to  increase  it 
perhaps  50  percent  or  a  hundred  per  cent  by  this  time. 

We  just  don’t  believe  that  there  is  a  sufficient  amount  of 
operations  experience  behind  us,  in  order  to  come  to  a 
reliable  estimate  of  anv  kind. 

Q.  With  reference  to  the  estimates  of  air  cargo  poten¬ 
tial  and  traffic  estimates  that  have  been  submitted  by  other 
applicants  in  this  docket,  your  position,  if  I  understand  it 
correctly,  is  that  any  attempt  to  express  potentials  in  the 
form  of  ton-miles  would  be  too  conservative,  or  would  be 
too  unreliable?  A.  No,  sir,  I  do  not  believe  that  they 
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would  necessarily  be  too  conservative.  I  just  don’t  believe 
that  we  have  had  enough  experience  to  estimate  reliably 
the  total  field  of  air  potential. 

I  do  know  that  we  have  had  an  amount  of  experience 
that  would  indicate  that  there  is  a  large  amount.  But  just 
how  large,  we  don’t  feel  that  we  can  say. 

Q.  Turning  to  the  map  on  page  4  of  20,  to  which  you 
referred,  sir,  what  does  that  include,  in  your  opin- 
3736  ion,  Dr.  Hoecker,  with  respect  to  the  movement 
of  commodities  in  ton-miles,  or  tons.  Is  there  any 
conclusion  of  that  nature  there?  A.  No,  sir,  this  map 
was  not  put  in  as  an  indication  of  what  -we  believed  was 
potential. 

Q.  It  show’s  dollar  volume?  A.  It  was  too  illustrate 
the  interchange.  And  we  did  attempt  to  refine  the  map  in 
so  far  as  we  could.  I  think  that  was  brought  out  on  pages 
3  and  5  of  the  exhibit. 

We  tell  there  how  wre  refine  these  figures.  But  it  is  not 
meant  to  convey  the  idea  that  there  are  over  two  billion 
dollars’  worth  of  potential  of  industrial  commodities  in 
the  Northeast  area.  There  may  be  more  or  less.  This  is 
simply  a  net  difference  between  production  and  consump¬ 
tion.  True,  there  is  considerably  more  than  the  indicated 
24  million  in  the  North  Central  area.  But  there  was  no 
way  of  arriving  at  the  total  flow.  This  is  simply  an  indica¬ 
tion  that  there  is  a  natural  flow  between  the  industrial 
areas  and  the  agricultural  areas. 

Q.  With  that  limitation,  am  I  correct  in  that  the  value 
of  the  industrial  potential  for  interchange,  there,  is  greater 
than  the  agricultural?  A.  No,  sir.  As  to  the  industrial, 
it  may  be  that  ten  per  cent  of  that  are  air  candidates.  In 
the  case  of  agricultural  production,  it  may  be  that  75  per 
cent  are  air  candidates. 

Q.  There  is  no  effort  to  draw  a  conclusion?  A.  There 
is  not 
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•  *  #  •  * 

Cross  Examination 

By  Mr.  Carter: 

•  #  •  •  # 

3749  Q.  But  now,  when  you  have  what  you  call  sporadic 
need  arising,  of  that  kind,  in  connection  with  your 
proposed  operation,  in  order  to  fill  that  sporadic  need, 
you  have  to  take  your  equipment  from  service  between 
some  of  your  regular  areas,  won’t  you?  A.  Yes,  sir.  Not 
necessarily  regular  service  between  the  areas,  however. 
Let  us  clear  up  this  sporadic  movement.  Let’s  compare 
it  to  emergency  shipments  within  any  one  city.  The  emer¬ 
gency  shipments  of  any  one  city  tend  to  even  out — I  think 
your  traffic  flows  would  show  that:  that  emergency  ship¬ 
ments  have  a  tendency  to  average  out  if  you  get  large 

enough  of  a  base. 

And  the  same  thing  happens  as  regards  sporadic  ship¬ 
ments.  If  we  have  large  enough  of  a  base,  our  sporadic 
shipments  will  tend  to  even  themselves  out,  so  that  when 
one  sporadic  shipment  is  stopping,  another  is  beginning. 
It  is  just  a  law  of  mathematics. 

•  •  •  •  • 

3752 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Beasley: 

Q.  Dr.  Hoecker,  I  understood  you  to  state  that  there 
was  sufficient  traffic  potential  to  support  more  than 

3753  one  carrier  between  areas?  A.  That  is  my  belief. 

Q.  That  is  true  with  reference  to  the  areas  east 
of  the  Mississippi,  as  well  as  the  overall  picture?  A. 
Now,  if  you  select  any  two  areas,  my  answer  doesn’t  nec¬ 
essarily  stand.  But  my  answer  stands  when  we  consider 
the  areas  as  applied  to  the  United  States  as  a  whole. 
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Now,  if  we  break  down  traffic  between  any  two  areas, 
that  is  a  matter  that  would  have  to  reconsidered.  Or  the 
answer  might  be  different. 

Q.  Do  you  have  an  opinion  in  this  connection  as  to  re¬ 
stricting  your  operation,  as  shown  on  page  4  of  Exhibit 
20,  to  the  areas  east  of  the  Mississippi  River?  A.  I  have 
an  opinion  between,  for  example,  if  we  just  take  an  example 
between,  let’s  say,  the  Northeast  area  and  the  Southeast 
area. 

Q.  What  is  that  in  regard  to  the  economic  potential 
justifying  two  carriers?  A.  I  think  if  we  restrict  opera¬ 
tion  between  these  two  areas,  there  is  not  enough  poten¬ 
tial  except  for  a  small  freight  operator  or  small  freight 
operation. 

And  I  do  also  think  that  if  we  do  restrict  it  to  a  period 
between  these  two  areas,  that  we  would  not  serve  the 
public  as  it  would  or  could  be  served  if  it  was  not  re¬ 
stricted:  for  this  reason,  as  I  mentioned  before:  that  in 
the  summer  time,  seasonally,  in  August,  October,  the 
freight  between  these  two  areas  could  support  perhaps 
only  ten  carriers  a  week.  That  is  an  example.  I  do 
3754  not  know  how  much  it  would  support. 

Q.  I  didn’t  understand  you.  Could  you  support 
ten  trips  a  week?  A.  Ten  trips  a  week.  Let’s  assume  that. 
Now,  in  the  winter  time,  seasonal  high  demand,  it  would 
require  one  hundred  trips  a  week. 

No  carrier  can  exist,  I  believe,  excepting  at  prohibitive 
rates,  and  then  it  will  go  out  of  business,  maintaining 
enough  planes  to  make  one  hundred  trips  for  ony  a  small 
portion  of  the  year. 

They  have  got  to  have  traffic  all  the  year  around.  So, 
if  we  restrict  it  between  the  two  areas,  the  people  in  the 
winter  time  when  there  is  a  lot  of  traffic  between  the  two 
points,  will  not  be  able  to  get  the  air  freight  service  that 
they  want. 

Q.  Would  your  answer  be  different  in  the  event  that  the 
Board  saw  fit  to  add  to  the  certification  between  the  South- 
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east  and  Northeast  areas  also  certification  between  those 
two  and  the  North  Central  area?  A.  I  think  the  North 
Central  area  and  the  Northeast  area  are  very  similar  in 
makeup;  that  is,  in  their  demand  for  air  freight. 

So  that  I  do  not  think  my  answer  would  be  different; 
— only  in  this  respect :  that  you  could  put  in  operation  be¬ 
tween  the  North  Central  area  and  the  Northeast  area,  and 
there  would  be  considerable  potential  between  those  areas, 
but  shippers  in  Florida  would  not  be  getting  the  service 
that  they  are  entitled  to. 

Q.  I  think  you  have  answered  the  question  I  am 
3755 1  about  to  ask,  and  that  is  that  the  addition  of  other 
i  areas,  all  east  of  the  Mississippi,  would  increase 
your  operating  base  and  your  operating  traffic  potential 
and  would  begin  to  approach  an  economically  feasible 
service;  is  that  not  correct?  A.  You  have  in  mind  there: 
as  we  applied  to  the  Louisiana  area,  the  Southeast  area, 
the  North  Central  area  and  the  Northeast  area,  as  a  com¬ 
plete  pattern? 

Q.  Yes.  Would  that  be  economical  and  feasible?  A.  I 
think  it  could  be  operated  economically  for  the  air  freight 
carriage,  but  I  do  not  think  that  the  shippers  in  Louisiana 
and  Southeast  would  be  getting  as  much  service  and  would 
be  getting  the  service  they  should  have  if  it  was  restricted 
in  that  respect,  because  of  the  factor  I  mentioned  awhile 
ago. 

It  would  still  require  a  lot  of  planes.  Or  put  it  this  way: 
the  service  between  the  North  Central  area  and  the  North¬ 
east  is  not  very  seasonal.  It  would  require,  let’s  say,  one 
hundred  planes  a  w’eek,  all  through  the  twelve  months  of 
the  year. 

Then  we  get  into  a  highly  seasonal  area,  the  Southeast 
and  Louisiana  area.  The  air  freight  carrier  would  have 
to  maintain,  or  if  he  didn’t  maintain  it,  he  wouldn’t  be  giv¬ 
ing  the  shipper  the  service  he  requires — a  big  fleet  of 
planes,  or  else  just  enough  planes  to  meet  their  seasonal 
load  demands,  so  that  he  could  continue  a  service  there — 
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but  it  is  going  to  be  an  inadequate  service  when  the  needs 
are  the  greatest. 

Q.  Well,  would  it  be  correct,  in  general,  to  state 
3756  that  your  position  is  that  with  the  areas  you  have 
named  east  of  the  Mississippi  only,  there  would  not 
be  a  sufficient  compensating  increase  and  decrease  of  traf¬ 
fic  potential  from  season  to  season  to  make,  as  shown  in 
your  Supplementary  Exhibit  21A,  to  make  the  operation 
economically  feasible?  A.  No,  I  don’t  say  economically 
feasible.  I  say  if  you  do  do  that,  you  don’t  give  the  shippers 
the  service  that  they  should  have,  that  they  are  entitled  to. 

Q.  I  see.  You  do  think  it  is  quite  possible  to  be  worked 
out  as  an  economic  operation.  I  mean,  when  I  say  ‘‘eco¬ 
nomic”  a  profitable  operation.  A.  I  think  that  is  true — 
in  a  small,  a  much  smaller  operation,  and  one  much  less 
satisfactory  to  the  shipper. 

*  •  •  •  • 

3810 

Cross  Examination 

By  Mr.  Verner: 

*  •  •  •  • 

3812 

#  •  •  •  • 

Q.  Would  the  potential  between  the  North  Central  area 
and  the  Louisiana  area  in  your  opinion  support  more  than 
one  air  freight  carrier?  A.  Yes,  sir;  especially  if  it  was 
combined  with  other  areas. 

Q.  Speaking  about  itself,  would  it  support  more  than 
one?  A.  A  small  carrier,  yes. 

3813  Q.  You  think  it  would  support  two  small  car¬ 
riers,  or  one  small  carrier?  A.  I  would  think  it 

would  support  at  least  one  small  carrier. 

Q.  And  would  your  same  answer  be  true  with  respect 
to  traffic  between  the  North  Central  area  and  the  Texas 
area?  A.  Yes. 

*  •  •  •  • 
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3833 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Stroud: 

•  •  •  •  * 


3839 

•  •  •  •  • 

Q.  Will  you  turn  to  page  8  of  Exhibit  26,  please,  Doctor. 
You  testified  this  morning  that  you  had  more  rather  than 
less  than  750  miles,  in  your  statement  at  the  bottom  of 
the  page?  A.  Yes,  sir. 

Q.  In  view  of  that  fact,  do  I  understand  that  in  your 
opinion  it  will  be  difficult  for  air  freight  to  compete  with 
trucking  companies,  and  railway  express  between  such 
points  as  New  York  and  Chicago,  or  Detroit  or  Cleveland, 
all  of  which  I  believe  are  under  750  miles?  A.  I  think  it 
will  be  more  difficult.  It  doesn’t  mean  that  there  will  not 
be  some  traffic  moving  between  these  points  by  air  freight, 
but  I  think  that  they  will  have  more  difficulty  than  the 
points  over  that  distance. 

•  •  •  •  • 

3841 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Grisard : 

Q.  Page  8  of  the  same  exhibit,  and  your  reference  there 
to  an  air  freight  rate  of  10  to  14  cents  a  ton  mile,  includ¬ 
ing  the  reliable  pick-up  and  delivery  service.  Is  the  cost  of 
the  pick-up  and  delivery  service  included  in  that  10 

3842  to  14  cents  per  ton  mile  rate?  A.  I  think  it  is. 

Q.  What  would  be  the  airport  to  airport  rate  in 
such  case?  A.  You  are  referring  to  a  per  ton  mile? 
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Q.  Yes.  A.  I  think  that  the  pick-up  and  delivery  rate 
that  was  included  in  here  was  roughly  between  35  cents 
and  40  cents  per  dundredweight. 

Now,  airport  to  airport  would  certainly  vary,  depending 
on  the  distance  that  you  have  in  mind. 

Q.  That  is  35  cents  to  40  cents  per  hundredweight?  A. 
No,  not  percent,  cents.  I  said  35  cents  to  40  cents  per 
hundred  weight. 

Q.  And  that  is  at  the  end  of  it.  Is  that  correct?  A.  That 
is  correct. 

Q.  So  that  it  would  be  for  the  shipment,  between  70  and 
80  cents?  A.  That  is  right. 

Q.  Will  you  refer  to  Exhibit  26,  page  2.  You  will  note 
your  total  there  for  exports  from  the  Middle  Atlantic  and 
Northeast  area,  which  I  think  is  the  predominant  export 
area  of  the  United  States.  Now,  isn’t  it  true  that  the  great 
majority  of  the  exports  from  this  area  shown  by  the  large 
arrow  were  manufactured  in  the  northeast  area?  A.  Yes, 
a  great  majority. 

Q.  So  that  they  would  not  be  avilable  to  U.  S.  Airlines 
since  you  don’t  propose  an  intra-area  service.  Is  that 
correct?  A.  No,  sir. 

3843  The  principle  purpose  for  this  map  was  to  show 
that  included  in  our  areas  were  all  of  the  principal 
import  and  export  ports,  to  show  that  if  there  is  a  demand 
for  service  for  export  or  import,  it  would  be  able  to  be 
furnished  by  the  areas  as  now  set  up. 

Q.  So  this  is  not  intended  to  show  that  you  will  par¬ 
ticipate  in  any  of  it — in  the  transportation  of  any  of  the 
products  made  in  the  northeast  area  for  export?  A.  No. 
We  didn’t  construct  it  for  that  purpose. 
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3844 

*  *  *  *  • 

Further  Direct  Examination 

By  Mr.  Beitel: 

•  •  *  *  * 

Q.  I  may  have  misunderstood  you.  In  response  to  a 
question  by  counsel  for  Chicago  and  Southern,  did  you 
intend  to  imply  that  U.  S.  Airlines  proposed  to  establish 
a  consolidating  point  and  land  its  aircraft  within  the  area 
whenever  there  was  as  much  as  200  pounds  to  be  shipped, 
regardless  of  the  point  to  which  it  is  being  shipped?  A. 
I  think  I  made  the  statement  that  certainly  we  wouldn’t 
land  for  less  than  that,  but  I  also  know  that  Mr.  Playford, 
in  his  testimony,  indicated  that  the  amount  of  freight  for 
which  we  would  land  would  be  somewhere  between  1,000 
and  2,000  pounds. 

3845  Q.  Do  the  shippers  of  industrial  commodities  have 
a  need  for  air  freight  service  to  varying  points  on 

a  seasonal  basis?  A.  Yes,  sir,  very  definitely. 

For  example,  the  Christmas  tree.  In  the  Christmas  tree, 
there  is  right  at  present  a  great  demand  for  industrial 
service  by  industrial  manufacturers.  They  may  not  need 
air  freight  for  the  rest  of  the  year,  for  that  matter. 

•  •  •  *  • 

3846 

•  •  •  •  • 

Further  Cross  Examination 
By  Mr.  Seamon : 

Q.  i  Dr.  Hoecker,  is  it  correct  to  state  that  your  studies 
and  exhibits  were  not  directed  to  show  the  total  potential 
throughout  the  country  that  might  be  available  for  air 
freight?  A.  I  think  you  can  make  that  statement 

3847  because  we  just  don’t  think  there  is  a  sufficient 
!  amount  of  evidence  available  to  come  out  with  a 

flat  prediction  as  to  the  total  amount  of  ton  miles. 
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Q.  And  that  would  also  be  true  as  between  any  two  areas 
of  the  7  areas  that  you  described!  A.  Yes.  We  were  not 
able  to  arrive  at  any  ton  mile  figures.  We  did  arrive  at — 
we  did  conclude  that  there  was  a  lot  of  traffic  moving 
between  these  areas,  and  that  a  large  proportion  of  that 
would  become  available  to  air  shipment. 

•  ••#* 

3851 

•  •  •  *  • 

P.  L.  Waggoner 

•  •  •  •  • 

3852 

Direct  Examination 

By  Mr.  George  Morris : 

•  *  *  •  • 

Q.  Where  do  you  reside!  A.  I  reside  in  Chicago,  Illi¬ 
nois. 

Q.  And  what  is  your  present  occupation!  A.  I  am 
traffic  manager  of  Aldens,  Inc. 

Q.  What  is  the  nature  of  Aldens,  Inc.,  business!  A. 
Our  company  is  a  mail  order  and  a  retail  organization.  We 
operate  a  fashion  and  home  furnishings  business  in  the 
popular  and  medium  priced  field,  catering  to  the  rural  and 
urban  woman  buyer.  Our  distributing  house  is  in  Chicago, 
and  our  fashion  buying  office  is  in  New  York. 

At  the  present  time  we  have,  in  addition  to  our  mail 
order,  seven  stores  in  the  central  states.  We  have  a  cus¬ 
tomer  list  of  over  3  million  people,  and  we  ship  merchan¬ 
dise  to  these  customers  by  mail,  to  over  43,000  post  offices, 
located  in  all  of  the  48  states,  and  Alaska,  Hawaii, 

3853  Puerto  Rico,  Canal  Zone,  Virgin  Islands. 

We  ship  merchandise  to  our  customers  by  every 
known  means  of  transportation. 
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Q.  Is  the  principal  office  of  Aldens’  in  Chicago?  A. 
Yes,  sir.  It  is  in  Chicago,  Illinois. 

Q.  You  said  you  were  traffic  manager.  What  are  your 
duties?  A.  My  duties  as  traffic  manager  at  Aldens  cover 
all  of  the  usual  and  many  of  the  unusual  functions  found 
in  traffic  management. 

We  have  in  our  organization  many,  many  buyers,  those 
buyers  buy  coats,  dresses,  shoes,  piece  goods,  toys,  and 
in  placing  the  traffic  manager’s  position  in  a  very  simple 
status  of  affairs,  he  is  merely  a  buyer  of  transportation. 
I  mean  all  forms  of  transportation.  We  hold  one  of  the 
original  script  accounts  in  Chicago  for  passenger  trans¬ 
portation. 

We  have  as  many  as  20  men  a  week  on  probably  two 
different  trains  on  the  New  York  Central,  between  New' 
York  and  Chicago.  Our  buyers  cover  markets  in  all  of 
the  market  sources  in  the  United  States,  and  before  the 
wrar  we  covered  many  of  the  markets  in  Europe. 

Q.  Do  you  buy  their  transportation  for  them?  A.  That 
is  right,  the  transportation.  The  traffic  department  again 
has  to  take  in  the  export  and  the  import  and  the  clearance 
of  all  this  merchandise.  I  give  you  that  picture  because 
I  want  you  to  know'  that  there  is  considerable  difference 
between  being  a  traffic  manager  in  a  mail  order  organiza¬ 
tion  than  there  is  a  traffic  manager  of  an  industrial 
3854  organization,  w'ho,  we  will  say,  manufactures  shoes. 

He  has  only  the  problem  of  getting  his  merchandise 
into  the  plant,  and  out  of  the  plant,  but  in  our  case,  it  is 
very  near  all  points  in  the  globe. 

Q.  How  long  have  you  been  with  Aldens?  A.  I  have 
been  with  Aldens  18  years. 

Q.  Have  you  been  traffic  manager  during  that  whole  18 
years?  A.  Yes,  sir. 

Q.  Where  w'ere  you  before  you  went  with  them?  A. 
Well,  I  must  say  there,  gentlemen,  that  I  graduated  from 
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the  school  of  hard  knocks,  and  upon  completion  of  my  high 
school  career  I  started  out  as  a  Railway  Postal  clerk, 
which,  as  you  all  know,  is  a  division  of  the  Post  Office  De¬ 
partment,  and  a  good  Railway  Postal  clerk  has  to  know 
his  routing  and  his  service.  Without  these  he  can  be 
checked  out  of  the  service. 

Q.  How  long  were  you  at  that  job?  A.  I  worked  at  that 
about  seven  years,  I  guess. 

Q.  That  is  under  the  conventional  title  of  the  Railway 
Mail  Service?  A.  That  is  right. 

•  •  •  •  • 

3855 

•  •  •  •  • 

Q.  Have  you  made  any  studies  with  respect  to  the  de¬ 
sirability  of  faster  transportation  in  your  mail  order  busi¬ 
ness?  A.  I  have  made  a  lot  of  them. 

Q.  What  has  been  Alden’s  experience  with  air  transpor¬ 
tation?  A.  Well,  Aldens,  Inc.,  was  the  first  retail  organi¬ 
zation,  and  there  I  will  cover  the  United  States,  in  pioneer¬ 
ing  air  cargo. 

Q.  What  do  you  mean  by  pioneering  air  cargo?  A.  Well, 
in  1932,  I  made  a  contract  with  Mr.  E.  L.  Cord,  who  at 
that  time  owned  and  operated  the  Century  Airlines,  be¬ 
sides  his  other  industries  of  Lycoming  Motors,  Auburn 
Autos  and  many  other  industries. 

Mr.  Cord  came  out  to  our  plant.  He  said,  “It  is  unusual 
for  a  mail  order  house  to  want  to  buy  shiploads  of  ton¬ 
nage.  What  have  you  got  over  here?”  I  took  him  up  to  our 
shipping  room  and  I  showed  him  a  stack  of  packages 
which  were  addressed  to  our  customers  in  eastern  Ken¬ 
tucky,  West  Virginia,  Virginia,  North  Carolina,  and  east¬ 
ern  Tennessee.  And  I  said,  “Do  you  know,  Mr.  Cord,  that 
those  packages  are  going  to  be  hauled  out  of  here  this 
afternoon.  They  go  down  to  the  old  Illinois  Central  sta¬ 
tion.  At  9:30  tonight  they  will  leave  on  the  big  four, 


2042 


Excerpts  from  Testimony  of  F .  L .  T Waggoner 

Train  34.  They  will  arrive  at  Cincinnati  tomorrow  morn¬ 
ing  around  7  a.m.  By  the  time  the  last  bag  is  taken  out 
of  that  storage  car,  it  will  be  3  the  next  afternoon,  the 
next  day. 

“Now  then,  here  is  my  problem :  I  want  to  deliver 

3856  those  packages  to  my  customers  not  next  Wednes¬ 
day  morning — ”  this  was  on  Monday — “but  I  want 

to  deliver  them  on  Tuesday  morning.  Now,  I  can't  get 
any  faster  service  on  the  railroads.  So  how  about  you 
backing  up  a  plane  here  on  your  airport  and  give  me  the 
whole  thing.  I  will  take  the  space."  He  said,  “Swell.” 

So  he  backed  up  on  the  airport  there  in  Chicago.  The 
Century  Airlines,  by  the  way,  is  now  the  hangar  used  by 
the  American  Airlines. 

And  at  that  time,  gentlemen,  the  largest  payload  plane 
that  they  had  was  the  tri-motored  Stinson,  carried  2,000 
pounds.  It  required  5  hours  to  fly  from  Chicago  to  Cin¬ 
cinnati.  But  we  continued  that  operation  of  one  ton  a 
day  for  10  days.  And  believe  it  or  not,  the  service  was 
excellent. 

We  found  we  were  getting  9  o’clock  trains  Monday 
night  out  of  Cincinnati,  and  we  were  delivering  our  parcels 
the  next  morning  in  eastern  Kentucky. 

We  couldn’t  continue  it,  however,  because  the  price  wTas 
too  high.  The  customers  wouldn’t  pay  the  money. 

Q.  What  was  the  price?  A.  We  figured  it  out  to  50 
cents  a  ton  mile.  I  could  only  load  the  plane  one  way,  so 
he  filled  it  with  sand  bags  to  bring  it  back.  I  suppose  that 
is  what  made  it  cost  high. 

Q.  Sand  is  higher  than  the  parcels?  A.  Well,  I  don’t 
know.  He  had  a  return  movement  there,  he  had  to  take 
care  of  himself. 

Q.  Did  you  make  any  later  tests  after  you  finished 

3857  with  this  Century  Airlines?  A.  Yes.  We  kept  right 
on  with  it.  When  you  get  this  air  feeling  once  in 

your  blood,  you  stick  with  it 
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So  in  1936,  when  Transcontinental  and  Western  Air 
originated  their  first  air  freight  tariff  through  the  gentle¬ 
man  by  the  name  of  Pluckel,  we  were  on  the  first  planes 
there,  again. 

Now,  there  we  took  our  customers  in  the  New  England 
States,  and  in  New  York,  and  eastern  Pennsylvania,  Mary¬ 
land,  New  Jersey,  and  we  bought  the  stamps,  Philadelphia, 
pre-cancelled  them  in  advance,  put  them  on  the  packages, 
and  flew  them  to  Philadelphia. 

Q.  From  Chicago?  A.  That  is  right.  There  again  we 
found  out  that  the  service  was  what  we  set  out  to  accom¬ 
plish,  but  the  rates  were  still  too  high,  although  they  had 
dropped  to  35  cents  a  ton  mile. 

Q.  Did  you  try  again?  A.  Yes,  sir. 

Q.  When?  A.  Well,  now,  this  when  the  American  Air¬ 
lines  started  out  their  air  freight  handling.  And  as  I  re¬ 
call  it,  that  was  in  October  of  1944.  We  worked  this  test 
a  little  bit  different  this  way  because  the  others  had  been 
on  customer  packages  and  we  thought  there  was  no  more 
there  to  find  out.  The  service  is  there.  So  this  time  we 
will  use  the  thing  on  bringing  merchandise  into  the  plant. 

And  through  Jim  Wooten  of  the  Amercan  Airlines,  we 
loaded  merchandise  in  Boston,  and  in  New  York, 
3858  consisting  of  shoes  and  style  merchandise.  And  we 
flew  that  through  to  Chicago.  We  got  overnight 
service  on  it  and  there  was  no  damages.  Everything  was 
in  order.  But  you  know,  that  was  still  during  the  war,  and 
we  couldn’t  get  this  economical  equipment  we  can  today. 
And  the  result  was  that  I  couldn’t  stand  the  cost  on  a  con¬ 
tinued  basis. 

Q.  Do  you  recall  the  rates  then,  in  that  operation?  A.  I 
think  that  was  probably  25  cents  a  ton  mile,  the  first  tar¬ 
iffs,  25  cents  a  ton  mile. 

Q.  Have  you  made  any  tries  since  1944?  A.  Well,  now, 
we  came  up  to  1945,  and  there  is  where  we  really  went 
to  town.  American  Airlines  again  contracted  with  me  for 
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a  planeload.  This  was  a  new  plane,  designed  and  built  to 
carry  19  to  20  thousand  pounds.  They  came  to  me  and  they 
said,  "How  about  you,  Waggoner,  do  you  want  it?”  I  said, 
"Sure,  I  will  take  it,  I  am  the  greatest  sucker  in  the  world 
for  air  service.”  So  we  loaded  that  plane  from  Chicago 
to  Los  Angeles,  and  we  filled  that  plane  full  of  merchan¬ 
dise.  The  plane  left  the  airport  at  Chicago  around  9  o’clock 
and  got  out  to  Los  Angeles  the  next  morning  around  8, 
and  they  were  very  quick  to  take  my  packages  into  the  post 
office,  and  you  can  believe  this  or  not,  but  the  post  master 
at  Los  Angeles  actually  delivered  some  of  those  packages 
that  day,  and  our  customers  wanted  to  know  how  they  got 
them  so  quick. 

So  there  again  the  test  proved  that  it  could  be  done,  and 
the  rate  on  that  now  had  dropped  to,  as  I  recall  it,  12  and 
a  half  cents  a  ton  mile. 

Q.  Have  you  ever  tried  to  get  air  freight  service 
3859  from  other  certificated  air  lines?  A.  Well,  we  have 
tried  to  get  air  freight  service  from  other  certifi¬ 
cated  air  lines.  And  the  fact,  at  the  present  time,  we  are 
working  with  a  number  of  air  lines. 

Q„  What  territory  did  you  try  out  with  the  other  certi¬ 
ficated  air  lines?  A.  Well,  we  tried  the  eastern,  the  Phila¬ 
delphia,  and  we  tried  Los  Angeles,  and  at  the  same  time 
we  had  some  Washington  and  Buffalo,  and  Dallas  business, 
that  we  tried  too. 

Q.  Why  aren’t  you  using  those  services?  A.  Well,  the 
rates  were  too  high,  Mr.  Morris.  We  just  couldn’t  work  on 
a  25  cent  a  ton  mile  basis. 

Examiner  Cusick:  Before  you  continue,  did  you  mean 

Eastern  Airlines  when  you  said  "we  tried  Eastern?” 

•/ 

The  Witness:  No,  I  didn’t  say  Eastern. 

Examiner  Cusick:  T  misunderstood.  I  thought  you  said 
Eastern,  and  T  wondered  whether  you  meant  Eastern  Air¬ 
lines  or  the  eastern  section  of  the  country. 
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The  Witness:  We  tried  the  eastern  section,  I  think  I 
meant. 

Examiner  Cusick:  Thank  you. 

By  Mr.  George  Morris: 

Q.  Did  you  try  again  the  service  of  this  sort  out  of 
Eastern  Airlines,  the  certificated  carrier?  A.  Yes.  I  per¬ 
sonally  called  on  Mr.  Rickenbacker,  and  as  I  recall  it,  it 
was  in  October  of  1944.  I  asked  for  an  air  freight  service. 
Today  I  haven’t  got  it. 

Q.  Did  you  enter  into  negotiations  to  use  the  air 

3860  freight  service  of  the  U.  S.  Airlines?  A.  Yes,  sir, 
I  have. 

•  •  •  •  • 

3861  Q.  What  does  that  mean  to  you  by  way  of  com¬ 
petition  with  the  other  mail  order  houses?  A.  Well, 

at  the  present  time  our  competitors  have  in  Atlanta  a 
branch  plant  in  which  they  take  orders  in,  pack  them,  and 
they  mail  orders  out.  And,  of  course,  mailing  from  At¬ 
lanta  at  3:30  they  can  get — they  take  them  in  on  Monday 
morning,  they  handle  them  on  Monday,  and  can  ship  them 
Monday  night  and  get  them  delivered  Tuesday  morning. 

That  has  been  a  handicap  to  my  company,  because  the 
mail  time  from  Atlanta  to  Chicago  is  two  days.  That  is, 
it  is  afternoon  dispatch  in  Atlanta,  and  it  reaches  us  in 
the  afternoon  of  the  next  day,  which  amounts  to  two  days. 

By  this  contract  that  I  am  now  negotiating  with  the 
U.  S.  Airlines,  it  simply  allows  my  company  to  meet  the 
competition  that  is  being  held  against  me  by  the  location 
of  the  branch  plant  in  Atlanta. 

Q.  Are  there  any  other  parts  of  the  country  where  you 
have  to  meet  that  same  type  of  competition?  A.  Well, 
our  competitors  have  plants  in  some  8  or  10  cities,  located 
from  Boston,  Albany,  Philadelphia,  Baltimore,  Atlanta, 
Memphis,  Dallas,  Fort  Worth,  Kansas  City,  Minneapolis, 
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St.  Paul,  Seattle,  and  Los  Angeles.  And  I  am  shipping 
everything  from  Chicago. 

Q.  How  do  you  ship  it  now?  A.  I  ship  everything  from 
Chicago. 

Q.  Do  you  ship  by  parcel  post?  A.  That  is  right. 

Q.  Rail  carrier? 

•  •  •  *  * 

3862 

•  •  •  •  • 

Q.  Returning  to  this  Chicago  to  Georgia  and  North 
Florida  points,  what  is  the  average  time  now  spent  in 
transit  between  Chicago  and  those  delivery  points?  A. 
Our  tests,  which  we  made  over  the  past  15  years,  and 
one  we  made  just  three  weeks  ago,  shows  that  the  average 
time  required  for  a  parcel  from  the  time  it  is  packed  and 
stamped  and  sent  into  the  post  office  in  our  plant,  until 
the  customer  opens  it  and  fills  out  the  business  reply 

3863  card,  indicating  the  date  and  time  she  got  it,  is 
three  days. 

Q.  And  you  expect  to  get  it  to  a  day  and  a  half  or  less 
by  air  freight?  A.  This  will  cut  it  down  to  a  day  and  a 
half,  and  that  will  be  saved  at  no  extra  charge  to  the 
customers.  There  again  is  the  beautiful  thing  about  the 
handling. 

We  are  not  asking  our  customers  to  send  us  an  addi¬ 
tional  quarter  per  pound,  we  are  merely  asking  them  that 
they  continue  to  order  from  us,  if  that  has  to  be  done,  and 
giving  them  this  service. 

Q.  What  effect,  if  any,  does  that  type  of  service  have 
on  your  capital  investment?  A.  Well,  it  has  considerable 
to  do  with  that.  If  this  service  will  succeed,  and  we  see 
no  reason  why  it  should  not,  it  will  greatly  reduce  our 
capital  investment  that  we  may  have  to  make  on  the  build¬ 
ing  of  a  plant  in  the  town  of  Atlanta.  And  there,  again, 
I  want  to  mention  another  factor. 

In  the  mail  order  and  retail  organization — I  keep  get¬ 
ting  back  to  that  because  it  is  different — we  have  a  very 
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very  fashionable  line  of  merchandise.  Our  catalog  weighs 
three  pounds.  And  in  that  are  featured  and  described  all 
sorts  of  commodities. 

You  take  a  ladies  dress,  for  example.  It  may  come  in 
one  design,  and  in  that  design  we  may  have  to  carry  any¬ 
where  from  9  to  10  sizes,  and  then,  on  top  of  that,  it  comes 
in  colors,  and  then  you  run  3  and  4  colors  to  the  same 
garment. 

Now,  that  brings  up  an  inventory  problem  which  our 
competitors  and  ourselves  to  this  day  have  never 
3864  been  able  to  solve.  You  can’t  inventory  fashion  mer¬ 
chandise  in  a  lot  of  different  spots  all  over  the 
country  when  you  have  it  in  sizes  and  colors.  And  shoes 
are  the  same  way,  blacks  and  browns,  and  sizes  again. 

So  there  again,  it  will  enable  us  to  operate  from  one 
central  unit  and  save  ourselves  the  inventory,  personnel, 
real  estate,  building  taxes,  and  all  of  the  other  stuff  that 
goes  with  an  industrial  organization. 

Q.  Can  you  estimate  the  volume  of  tonnage  you  expect 
to  ship  each  month,  say,  by  air  freight,  to  Atlanta,  from 
Chicago?  A.  Well,  we  have  two  seasons  in  our  business. 
One  is  called  the  spring  and  summer  season,  and  that  runs 
from  January  1  to  July  1.  We  have  another  season  in  our 
business  which  we  call  the  fall  and  winter,  and  that  runs 
from  July  1  to  December  31.  Now,  I  don’t  like  it,  but  we 
can’t  get  away  from  it,  there  are  definite  peaks  in  both 
seasons. 

For  instance,  the  Eastern  period.  Then  we  come  along 
to  the  quilt  making  and  the  sewing  season  in  the  early 
summer,  early  fall.  And  then  we  come  into  the  Christmas 
peak.  So  that  I  would  say  that  in  the  spring  season,  from 
January  1  to  July  1,  that  our  average  monthly  volume 
would  be  somewhere  between  50  and  100  thousand  dollars, 
and  in  the  fall  season,  because  the  merchandise  is  of  a 
heavier  character,  it  would  probably  be  from  100*000  to 
150,000  pounds  per  month. 
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Q.  Does  merchandise  move  every  day?  A.  Yes,  sir, 
that  is  a  cardinal  principal  primarily  in  our  busi- 

3865  ness,  in  a  mail  order  house.  Merchandise  must 
move  every  day.  And  it  moves  in  surprisingly  equal 

volumes. 

Q.  What  is  your  opinion  of  the  effect  this  kind  of  an 
operation  will  have  on  air  freight  rates?  A.  Well,  I  think 
that  an  operation  of  that  kind  where  the  volume  is  daily 
and  more  or  less  permanent  and  regular,  it  should  have 
the  effect  of  reducing  the  rate  somewhat.  I  have  stated 
here  that  we  couldn’t  use  our  previous  tests,  but  it  seems 
like  the  rates,  as  they  are  getting  down  today  to  12%  to 
10  cents  a  ton  mile,  we  are  right  now  on  the  threshhold  of 
an  immense  volume  in  air  freight.  I  don’t  believe  there 
is  a  man  in  this  room — who  can’t  visualize  how  big  and 
dynamic  this  volume  and  tonnage  is. 

Q.  Have  you  any  examples  to  illustrate  the  basis  for 
that  thinking?  A.  Well,  the  facts  in  that  are  that  we 
today  are  making  considerable  use  of  railway  air  express, 
and  air  freight  at  25  cents  a  ton  mile,  and  our  organiza¬ 
tion,  I  think,  is  much  more  air-minded  than  it  was. 

I  know  that  this  plan  that  I  put  up  with  Atlanta,  I  also 
have  sent  memorandums  to  the  company  saying  that  I 
thought  we  should  go  to  Memphis,  and  at  Memphis  we  run 
almost  20,000  pounds  a  day  tonnage. 

I  also  recommended  that  we  go  to  Los  Angeles,  and 
there  we  have  a  rate  of  10  cents  a  pound. 

Q.  What  effect  do  you  think  this  recent  increase  on  rail¬ 
way  freight  rates  is  going  to  have  on  this  air  freight?  A. 
That  wdll  have  the  effect  of  greatly  stimulating  the  air 
freight  service,  because  you  know,  as  you  lower  or 

3866  bring  together  the  margin  of  rates,  you  drive  more 
tonnage  into  another  classification. 

Now,  it  was  said  here  this  morning  that  the  average 
freight  increase  was  17.5  percent.  Well,  gentlemen,  that 
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is  fine  if  you  ship  dairy  products,  lumber  and  coal,  and 
steel,  and  what  else.  But  it  doesn’t  hit  me  17%  percent. 
It  hits  me  25  percent. 

Q.  What  does  that  mean  between  New  York  and  Chi¬ 
cago?  A.  Let’s  apply  25  percent  increase  in  these  freight 
rates  between  New  York  and  Chicago.  The  Commission’s 
order  163  says  the  rate  precedes  the  ex  parte  148,  which 
took  part  the  latter  part  of  last  June,  and  that  was  an 
increase  of  about  11  percent. 

Now,  we  go  back  to  the  first  of  last  June,  the  New  York- 
Chicago  rate  was  $1.77,  you  increase  it  by  25  percent,  you 
are  going  to  make  it  $2.21. 

Q.  Per  hundredweight?  A.  Per  hundredweight.  Now, 
there  is  a  lot  of  tonnage  in  that  bracket  between  $1.77  and 
$2.21,  that  is  going  to  move  over  into  a  quicker  way  of 
handling.  That  has  been  our  experience  all  through  the 
period. 

Q.  What  about  the  rail  express  rates?  A.  There  again, 
you  have  the  same  thing.  I  think  that  express  case  in  ex 
parte  163  has  the  effect,  in  some  instances,  of  raising  the 
rates  as  much  as  84  percent. 

But  there  again,  how  have  they  applied  it?  The  highest 
increase  in  express  rates  comes  in  the  lower  weighted 
packages,  in  a  1,  2,  3,  4-pound  package.  They  practically 
said  on  the  witness  stand  they  didn’t  want  any  small 
3867  parcels.  So  they  raised  it  plenty.  That  means  that 
a  one  or  two  pound  express  package  now,  with  an 
increase  of  84  percent,  is  probably  cheaper  by  air  freight 
than  it  is  by  Railway  Express. 

Q.  What  effect  does  this  speed  in  delivery  have  upon 
the  turnover  in  your  business,  Mr.  Waggoner?  A.  Well, 
the  advantage  of  speed  enables  us  to  keep  up  with  our 
inventory.  You  know,  the  margin  of  profit  in  the  mail 
order  house  is  small.  And  we  have  to  turn  over  our  mer¬ 
chandise  many,  many  times. 
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Now,  for  example,  the  freight  traveling  time  between 
New  York  and  Chicago  is  supposed  to  be  third  morning. 
Well,  w’e  will  assume  that  is  correct.  Some  of  it  is,  and 
some  of  it  is  not.  That  is  the  best  that  can  be  done  by 
railway  freight. 

Here  comes  the  airplane  with  an  air  freight.  The  serv¬ 
ice  there  is  overnight.  Now,  we  get  that  merchandise  into 
the  plant  and  we  can  turn  over  our  inventories,  theoreti¬ 
cally,  three  times,  providing  you  have  the  shipments  com¬ 
ing  to  you  by  that  method  of  travel  all  the  time. 

Q.  Now,  what  about  the  quicker  delivery  to  your  cus¬ 
tomer,  what  does  that  mean?  A.  Well,  the  quicker  de¬ 
livery  will,  no  doubt,  put  us  in  a  very  favorable  position 
with  our  customers.  I  mean  to  say  by  this,  that  we  are  like 
any  other  organization.  Our  biggest  volume  of  customers  is 
within  700  miles  of  Chicago.  And  when  we  get  further 
than  that,  our  service  is  slower  and  slower,  and  it  is  affected 
by  these  branch  plants  of  our  competitors. 

3868  Finally,  when  we  get  out  to  the  Pacific  coast,  out¬ 
side  of  the  nice  merchandise  we  sell,  I  frankly  wonder 

why  they  do  trade  with  us  and  have  to  wait  two  weeks 
to  g;et  the  merchandise. 

Q.  How  about  your  retail  store  competition  in  these 
further  out  areas?  What  does  your  air  freight  do  with 
respect  to  that?  A.  Well,  it  eliminates  any  competition 
from  a  retail  store  because  wTe  find  in  a  number  of  instances 
that  as  retail  stores  are  opened  up,  and  people  are  able 
to  examine  and  feel  and  see  mail  order  merchandise,  that 
they  order  from  catalogs. 

Now,  I  don’t  know  the  answer  for  that.  I  am  not  a  sales 
department  executive.  But  I  am  told  that  in  a  number 
of  eases  my  company  has  profited  when  other  large  retail 
units  have  been  open  in  other  cities.  Our  customer  list 
has  grown.  J  don’t  know*  the  why’s  for  it.  You  will  simply 
have  to  take  my  answer. 

3869  Q.  Developing  this  question  of  inventory  a  little 
bit  further,  what  do  you  find  that  air  freight  may  do 
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for  you  on  inventory  controls?  A.  Well,  in  the  mail  order 
business,  shipment  on  the  day  that  the  order  is  received 
is  a  cardinal  rule.  In  the  case  of  unexpected  circumstances, 
or  a  sudden  rush  of  orders,  if  it  has  reduced  our  stock 
in  one  of  these  bins,  it  is  necessary  to  return  the  customer’s 
money.  This  means  that  we  have  lost  the  sale  of  an  article. 
We  have  incurred  the  expense  of  handling  an  order  we  can 
not  fill,  and  in  such  circumstances  which  today  are  dis¬ 
tressingly  frequent,  due  to  embargoes,  delays,  strikes  and 
so  forth,  it  is  of  prime  importance  that  stocks,  unexpected¬ 
ly  diminished,  or  exhausted,  be  repleted  immediately. 

In  this  situation  the  speed  of  delivery’  of  air  freight 
from  our  suppliers  in  New  York,  Boston,  and  Los  Angeles 
and  Dallas,  turns  a  loss  transaction  into  a  profit. 

Q.  Can  you  put  that  into  concrete,  just  how  that  works 
in  the  mail  order  business?  A.  Yes,  I  can  explain  that. 

Let’s  suppose  now  that  we  get  an  order  from  our  cus¬ 
tomer  for  a  dress,  a  pair  of  shoes,  and  some  lingerie.  The 
lingerie,  for  example,  is  not  in  stock  when  that  order  passes 
down  through  our  building.  It  gets  down  to  the  lingerie 
department  and  they  haven’t  got  that  particular  item  in 
stock.  It  is  on  the  road,  traveling  between  New  York  and 
Chicago,  or  some  place  else.  So  it  goes  on  to  the  shipping 
room. 

There  a  check  is  made  up  and  sent  out  with  the  mer¬ 
chandise  for  the  value  of  the  lingerie  which  is  not  inclosed 
in  the  parcel.  Now,  there  we  have  lost  a  sale.  We 
3870  have  disappointed  a  customer.  We  have  caused  her 
to  reorder,  because  we  tell  her,  “ Sorry,  it  is  not  in 
stock ;  reorder  again  in  ten  days.”  Those  are  all  mail  order 
stock  phrases.  And  we  have  incurred  the  handling  of  that 
order  with  additional  shipping  charges  because  when  she 
does  reorder,  the  shipping  charges  will  have  to  be  paid 
again,  and  administrative  expense  has  been  lost. 

Q.  Would  you  say  the  same  thing  would  apply  to  under¬ 
wear  as  applies  to  lingerie?  A.  That  is  right. 
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Q.  You  said  the  area  of  your  business  was  confined  to 
about  700  miles  around  Chicago.  Does  the  air  freight  pos¬ 
sibility  affect  that  as  a  safe  or  unsafe  economic  condition? 
A.  Yes,  it  does. 

Q.  How?  A.  It  is  desirable  for  mail  order  houses  to 
reach  and  serve  the  widest  possible  markets.  Transporta¬ 
tion  limitations  caused  chiefly  by  slowness  and  delays 
have  forced  us  to  confine  our  main  market  to  within  500  to 
700  miles  of  Chicago. 

Any  regional  or  localized  catastrophe,  or  depression, 
or  a  flood — and  we  have  had  them — not  only  can  hit  you 
hard  but  it  has  hit  us  hard. 

Now,  if  we  can  get  a  wider  geographical  distribution  of 
customers  we  can  better  withstand  the  hazards  of  local 
emergencies. 

We  know  we  can  sell  outside  this  region  because 
3871  we  have  done  so,  and  we  are  trying  to  do  so  today. 

Existing  transportation  limitations  have  pre¬ 
vented  sales  volume  in  this  effort.  Air  freight  should  be 
the  answer  to  the  maiden’s  prayer. 

Q.  You  told  us  about  using  New  York  as  a  style  emanat¬ 
ing  center  for  goods  to  be  soid  out  of  Chicago.  Are  there 
any  other  style  emanating  centers  at  a  distance  from  Chi¬ 
cago  which  would  be  affected  by  quick  air  freight?  A. 
Yes,  there  are,  Mr.  Morris.  There  is  a  very  large  market, 
a  style  market,  developing  in  Los  Angeles  and  Dallas.  And 
we  would  like  to  avail  ourselves  of  those  markets. 

But  we  are  faced  with  seven  days’  rail  freight  time  from 
Los  Angeles  to  Chicago,  and  we  can  not  take  a  delay  like 
seven  days.  So  therefore  we  are  looking  for  air  freight  as 
a  means  of  substantially  increasing  the  amount  of  orders 
which  we  can  place  with  these  new  sources  of  supply. 

Q.  And  in  fashion  goods,  what  experience  have  you  had 
in  the  packaging  in  air  freight  as  distinguished  from 
ground  transportation?  A.  We  had  rather  an  unusual 
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experience  in  the  packaging  of  air  freight.  We  found  that 
we  could  bring  in  to  Chicago,  dresses  on  hangers,  in  glas- 
ine  bags,  and  because  of  this  handling  we  were  saved  the 
expenses  of  pressing  those  garments  when  they  came  in 
by  freight  because  there,  as  you  know,  they  were  packaged 
in  cartons,  and  somebody  might  put  a  500-pound  carton  on 
top  of  a  carton  of  dresses,  and  then  you  would  have  to  have 
them  all  pressed  again. 

So  this  air  freight  handling  eliminated  that.  So 
3872  there  there  is  a  plus  side  to  the  picture  which  could 
be  used  to  offset  some  of  the  higher  rate  than  the 
freight  rate. 

Q.  On  this  question  of  rates  that  you  talked  about,  have 
you  any  recommendations  as  a  buyer  of  transportation 
with  respect  to  the  reduction  of  rates  and  how  that  man¬ 
aged  to  be  brought  about?  A.  Well,  I  have  a  lot  of  ideas 
on  rates. 

Q.  Would  you  minimize  and  give  us  a  few  of  them?  A. 
I  think  they  could  best  be  summed  up  by  probably  the 
unquestionably  present  rate  level,  with  air  freight  rates, 
is  too  high. 

Number  1, 1  would  say  that  we  should  have  a  more  effec¬ 
tive  consolidated  pickup  and  delivery  system,  of  airports 
everywhere,  for  example,  in  Chicago.  Going  out  to  the  main 
airport  there  is  Howard  Willett,  Arthur  Dixon,  George 
McNeil  Company,  American  Transportation,  Motor,  Ex¬ 
press,  and  they  all  run  out  to  that  airport  with  a  hatful 
of  tonnage  that  could  all  be  put  in  one  truck. 

Now,  gentlemen,  that  is  not  economical 

That  is  what  I  mean.  I  think  we  should  have  a  consoli¬ 
dated  pickup  and  delivery  system.  At  an  airport  like  Chi¬ 
cago  where  you  have  from  10  to  15  air  carriers  coming 
into  an  airport  of  that  size,  it  is  ridiculous.  That  doesn’t 
make  good  business. 
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3873 

*  *  •  *  • 

Q.  Does  your  experience  in  the  use  of  this  air 

3874  freight  cargo  make  you  feel  that  the  development 
of  the  air  cargo  carriers  will  decrease  the  amount 

of  cargoes  carried  by  the  present  certificated  airlines!  A. 
No,  quite  the  contrary.  I  think  the  more  air  freight  car¬ 
riers  wre  have,  and  the  more  air-minded  we  all  get,  the 
more  tonnage  will  be  developed. 

As  I  see  it,  I  don’t  think  it  can  be  any  other  way.  You 
have  the  railway  express  tonnage  today  on  the  increase. 
Why  is  it  on  the  increase!  Certainly  not  because  they 
have  reduced  any  rates. 

You  have  the  air  freight  with  25  cents  a  ton  mile.  You 
have  that  increasing.  The  different  carriers  are  showing 
increases,  month  after  month.  Why  is  that  increasing! 
There  has  been  nothing  done  to  increase  it.  It  is  the  na¬ 
tural  time,  and  this  air  freight  setup  might  well  turn  out 
to  be  the  answer  of  a  modernized  system  of  distribution. 

Q.  Is  there  anything  that  you  and  your  company  would 
like  to  do  to  help  the  development  of  air  freight!  A.  I  per¬ 
sonally  feel  that  there  is  a  need  for  continuous  research, 
and  a  permanent  center  wiiere  we  can  all  pool  our  know¬ 
ledge  of  air  freight  and  air  transportation,  with  the  re¬ 
sult  that  wTe  can  find  the  answers  to  the  practical  every¬ 
day  problems  which  I  have  mentioned. 

I  should  like  to  see  such  a  center  composed  of  a  well- 
balanced  staff,  assisted  by  students  who  show  aptitude 
and  promise,  and  this  institution  should  have  a  broad 
base,  and  highly  specialized  departments. 

It  is  my  sincere  feeling  that  this  would  be  of  great 

3875  benefit  to  America’s  merchandising  system. 

And  w’hile  I  am  here,  I  ain  authorized  to  say  that 
my  company  is  willing  to  contribute,  financially,  to  such 
a  program. 

•  •  •  •  * 
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3878 

•  *  •  •  « 

Cross  Examination 
By  Mr.  Moye : 

•  •  •  i  • 

3879 

•  •  •  •  • 

Q.  I  was  interested  in  getting  the  percentage  of  the 
transportation  cost  to  the  total  cost  of  the  merchandise, 
and  to  your  mark-up.  Have  you  got  any  figures  on  that? 
A.  Well,  let’s  suppose  you  buy  $4  worth  of  merchandise. 
Atlanta  is  in  the  fourth  parcel  post  zone.  If  that  package 
travels  to  Albany,  Georgia,  it  is  the  fifth  zone,  and  what 
is  a  5-pound  package  in  the  fifth  postal  zone?  Can  anyone 
tell  me?  That  is  the  percentage  of  the  selling  price.  I 
would  say  it  is  about  a  quarter. 

So  therefore  you  have  bought  $4  worth  of  merchandise, 
and  your  postage  is  a  quarter.  Your  postage  represents 
about  7  per  cent  of  vour  price. 

Q.  Do  you  have  any  customers  in  Greenville,  South 
Carolina?  A.  Why,  sure,  hundreds  of  them. 

3880  Q.  Good.  A.  In  3  million  customers  you  are 
bound  to  have  one  in  every  town  in  the  United 

States. 

Q.  Now,  how  are  you  going  to  send  the  merchandise 
from  Chicago  to  Greenville?  A.  I  am  going  to  give  it 
to  the  U.  S.  Airlines  to  dump  in  Atlanta,  and  in  Atlanta 
they  will  turn  it  over  to  the  Southern  Railway.  As  I  re¬ 
member,  the  Southern  leaves  Atlanta  about  9  o’clock  at 
night.  That  should  be  up  there  the  next  morning. 

Q.  You  would,  however,  have  two  costs  to  pay:  the 
U.  S.  Airlines  and  the  Southern  Railroad.  A.  Sure. 

Q.  What  did  you  say  would  be  the  average  weight  of 
the  plane  that  you  would  ship  from  Chicago  to  Atlanta, 
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under  this —  A.  You  mean  the  cargo  that  goes  into  the 
plane? 

Q1.  Yes. 

The  average  weight  of  this  that  you  are  going  to  send 
to  Atlanta.  A.  Well,  you  are  asking  me  an  average  there. 
I  should  say  maybe  a  daily  average  of  3,000  pounds.  Some 
days  it  will  run  over  a  plane  load,  some  days  it  won’t. 

Q.  Is  the  rate  per  hundred  which  you  are  negotiating 
on  between  Chicago  and  Atlanta  greater  than  or  less  than 
$6.76?  A.  I  can  tell  you  that.  I  can  tell  you  what  the 
rate  is.  I  don’t  think  we  have  any  secrets  in  this  business. 

We  don’t  in  the  mail  order  business.  Maybe  I  am 
3881  with  the  wrong  group. 

This  rate  that  I  am  going  to  pay  is  $5  a  hundred¬ 
weight.  And  that,  figured  out  on  a  per  ton  mile  cost, 
figures  out,  as  I  make  it,  about  14.8,  per  ton  mile. 

Q.  Now,  assuming  you  had  a  hundred  pounds  of  mer¬ 
chandise  to  go  to  Greenville,  what  would  be  the  cost  of 
getting  it  from  Atlanta  to  Greenville?  A.  Well,  let’s  see, 
100  pounds,  to  start  with,  to  Atlanta  would  be  $5.  To  get 
that  hundred  pounds,  which  would  consist  of  probably  25 
packages.  With  Greenville  it  would  be  the  second  zone. 
That  isn’t  over  300  miles,  is  it? 

Q.  I  am  pretty  sure  it  is  not.  It  should  be  about  225. 
A.  I  haven’t  my  schedules  with  me. 

Q.  Can  you  make  an  approximation?  You  can  approxi¬ 
mate  it?  A.  That  would  be  a  wild  guess  on  my  part. 

Examiner  Cusick:  If  you  don’t  know,  say  so. 

The  Witness:  O.K.  I  don’t  know. 

By  Mr.  Moye: 

Q.  Would  it  be  greater  or  less  than  $7.76  for  the  100 
pounds  for  that  distance?  A.  It  would  be  greater  than 
that. 

Q.  Are  you  aware  that  Eastern,  as  a  common  carrier 
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presently  publishes  an  air  freight  tariff  under  which  it 
is  obligated  to  take  air  freight  from  all  comers?  A.  As  I 
say,  I  called  on  Mr.  Rickenbacker — 

Q.  Just  a  minute.  I  mean  today.  A.  No,  I  don’t  know. 
I  haven’t  had  a  man  come  in  to  see  me  about  it. 

3882  Q.  Now,  did  you  say  you  called  on  Captain  Ricken¬ 
backer  in  October  1944,  or  did  you  write  him,  or 

what?  A.  No,  I  personally  called  on  him  in  his  office, 
I  remember,  the  17th  floor  of  the  Rockefeller  Plaza  Build¬ 
ing,  New  York  City. 

Q.  The  16th  floor.  A.  I  was  pretty  close  to  it. 

Q.  What  proposition  did  you  put  up  to  him?  A.  My 
employer,  who  is  the  Vice  President-Comptroller  of  the 
company,  and  I  went  in  there,  and  we  begged  for  air  freight 
service. 

Q.  What  proposition  did  you  put  up  to  him?  A.  We 
didn’t  give  him  any  proposition.  All  we  wanted  was  air¬ 
freight. 

•  •  *  •  • 

3883 

D.  6.  Bash 
•  *  •  •  • 

Direct  Examination 

By  Mr.  Beitel: 

Q.  Will  you  give  your  name  to  the  reporter,  please?  A. 
D.  G.  Bash- 

•  •  •  •  * 

3890 

•  •  •  •  • 

Q.  You  prepared  the  exhibits  of  IT.  S.  Airlines7  projected 
operations  upon  the  basis  of  three  different  types  of  equip¬ 
ment;  is  that  correct?  A.  That  is  correct. 

Q.  Where  do  you  show  the  results  of  that  comparison? 
A.  Exhibit  11. 
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Q.  And  what  is  the  purpose  of  Exhibit  U.  S.-ll?  A. 
This  exhibit  was  prepared  to  show  the  relative  rates  at 
which  the  various  types  of  equipment  could  be  operated, 
and  the  effect  upon  the  rates  of  the  various  types  of  equip¬ 
ment. 

Q.  What  rates  does  U.  S.  Airlines  propose  for  the  trans¬ 
portation  of  freight?  A.  From  20  cents  to  11  cents  per 
ton-mile. 

Q.  How  did  you  arrive  at  those  figures?  A.  Our  present 
rates  average  about  18  cents  per  ton-mile,  and  our  projected 
operations  with  the  new  equipment  indicate,  as  shown  in 
Exhibit  11,  that  a  rate  of  about  11  cents  per  ton-mile  would 
be  sufficient  for  an  economically  sound  operation. 

And  putting  these  rates  into  effect,  however,  would  de¬ 
pend  upon  the  results  of  operating  equipment. 

Q.  Will  you  turn,  please,  to  Exhibit  6,  page  2?  Mr.  Play- 
ford  testified  that  U.  S.  Airlines  owns  twelve  C-47 
3891  aircraft.  Counsel  for  American  Air  Express  in¬ 
quired  why  Exhibit  8  shows  only  eight  C-47  aircraft. 
Will  you  explain  that?  A.  The  latest  balance  sheet  avail¬ 
able  at  the  time  these  exhibits  were  prepared  was  July  31st, 
1946,  and  at  that  time  the  balance  sheet  showed  eight  air¬ 
craft,  Douglas  C-47  aircraft. 

But  since  that  time,  we  have  acquired  four  additional 
aircraft.  Too,  I  might  add  that  there  is  another  aircraft 
about  to  come  off  the  conversion  line. 

Q.  Mr.  Bash,  counsel  for  American  Airlines  asked  what 
percentage  of  the  revenue  of  U.  S.  Flying  Services  was  de¬ 
rived  from  the  transportation  of  passengers.  Can  you  give 
those  figures?  A.  Yes.  About  20  per  cent  of  the  total 
revenues  are  derived  from  the  charter  service,  plus  the  pas¬ 
senger  hopping  business  that  we  do,  and  about  75  per  cent 
of  the  revenue  is  derived  from  the  G.  I.  training  school. 

The  balance,  of  5  per  cent,  is  derived  from  various  sales 
and  services  and  cash  discounts,  and  so  forth. 

Q.  That  is  XL  S.  Flying  Services?  A.  That  is  TJ.  S. 
Flying  Services. 
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Q.  With  reference  to  Exhibit  41,  counsel  for  American 
Air  Express  inquired  what  percentage  of  the  book  value 
of  the  flight  equipment  shown  for  U.  S.  Airlines  is  for  air¬ 
craft,  and  what  per  cent  is  for  conversion  costs.  Can  you 
give  those  figures?  A.  Well,  the  conversion  costs  amount¬ 
ed  to  about  40  thousand  dollars,  which  would  represent  8 
per  cent  of  the  total  as  shown  here  in  this  exhibit. 
3892  Q.  Some  questions  were  asked  by  counsel  for 
American  Airlines  with  regard  to  the  amount  of 
tonnage  carried  in  the  Northeast  area,  which  were  referred 
to  you. 

First,  how  much  of  the  tonnage  carried  into  the  North¬ 
east  area  under  present  operations  is  destined  for  the  New 
York  City  locality?  A.  I  would  estimate  that  about  50  to 
65  per  cent  would  be  destined  for  New  York  City. 

Q.  And  of  the  freight  now  carried  out  of  the  Northeast 
area,  how  much  is  accounted  for  by  the  New  York  City 
locality?  A.  Approximately  the  same. 

Q.  Counsel  for  American  Airlines  asked  at  how  many 
stations  U.  S.  Airlines  proposes  to  have  permanent  per¬ 
sonnel.  A.  We  expect  to  have  personnel  permanently 
stationed  at  each  of  the  branch  operational  bases  referred 
to  in  Mr.  Playford’s  testimony,  and  we  will  also  have  per¬ 
sonnel  at  such  other  consolidating  points  as  Lantana,  and 
other  points,  as  the  traffic  demands  may  warrant. 

We  have  not  prepared  an  exhibit  showing  the  actual  loca¬ 
tion  of  these  various  points,  because,  as  Mr.  Playford  testi¬ 
fied,  they  may  be  permanent  or  they  may  be  temporary 
points.  Exhibit  15  shows  the  initial  number  of  employees 
that  will  be  used  in  the  entire  operation. 

Q.  Can  you  tell  us  in  which  areas  those  employees  will 
probably  be  located?  A.  Yes,  I  can.  Looking  at  Exhibit 
15,  pages  10  and  11,  you  will  find  that  there  are  a  total  of 
471  employees  to  be  used  in  the  overall  operation; 
3893  and  of  those  471  employees,  they  will  be  broken  down 
into  the  various  accounting  categories,  but  on  the 
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total  there  will  be,  in  the  Northeast  area,  66  employees ;  in 
the  North  Central  area,  57  employees ;  and  in  the  Southeast 
area,  220  employees ;  in  the  Louisiana  area,  18  employees ; 
and  in  the  Texas  area,  32  employees ;  and  in  the  California 
area,  47  employees;  in  the  Northwest  area  there  will  be 
31  employees. 

Q.  Does  that  number  include  mechanics  and  pilots,  or 
does  it  include  only  those  who  are  listed  on  pages  10  and  11? 
A.  It  just  includes  the  ones  listed  on  pages  10  and  11.  It 
does  not  include  pilots  and  mechanics. 

Q.  The  question  was:  How  much  of  the  traffic  carried 
out  of  the  Southeast  area  is  accounted  for  by  the  operations 
at  Lantana?  Do  you  have  that  figure?  A.  About  50  per 
cent.  — No,  I  am  sorry.  About  25  per  cent  out  of  the  Lan¬ 
tana  area. 

Q.  And  for  the  purposes  of  the  record,  can  you  tell  us 
how  much  of  the  traffic  carried  out  of  the  Southeast  area 
in  U.  S.  Airlines’  present  operations  is  accounted  for  by 
flowers?  A.  About  50  percent. 

Q.  In  response  to  the  request  of  counsel  for  TWA,  will 
you  give  the  ton-miles  that  have  been  flown  by  U.  S.  Air¬ 
lines  since  June,  1946?  A.  In  June,  1946,  we  carried  a 
total  of  159,087  ton-miles ;  in  July,  147,027 ;  August,  189,321 ; 
September,  196,065;  in  October,  342,259;  and  in  November, 
313,574. 

3894  Mr.  Lawler:  Excuse  me,  Mr.  Beitel.  Could  I  have 
those  read  back? 

Examiner  Cusick :  Read  them,  please. 

(Answer  read) 

By  Mr.  Beitel: 

Q.  Do  you  have  an  operations  statement  for  the  last  30 
days’  operations  of  U.  S.  Airlines?  A.  No,  we  do  not 

Q.  Do  you  know  whether  or  not  the  last  months’  opera¬ 
tions  of  U.  S.  Airlines  have  shown  improvement  over  pre- 
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vious  months?  A.  Yes,  sir.  We  have  placed  more  empha¬ 
sis  on  the  export  and  import  business  in  the  last  30  to  60 
days,  and  that  reflects  an  upward  trend  in  our  load  factors 
and  also  gives  us  a  greater  utilization  of  the  equipment. 

Our  October  figures  reflect  a  material  increase  in  the 
tonnage  carried,  and  at  a  reduction  in  cost. 

Our  maintenance  costs  have  been  reduced  over  our  pre¬ 
vious  experience,  and  we  are  now  obtaining  a  better  utiliza¬ 
tion  of  the  equipment.  Maintenance  shops  have  been  com¬ 
pleted  and  approved  by  the  CAA  and  are  operating  in  an 
effective  manner,  and  whereas  there  w’ere  previously  sev¬ 
eral  shop  construction  jobs  in  process  and  costs  incurred 
in  those  construction  costs,  it  was  difficult  to  reflect  all  of 
those  minor  construction  costs  in — or  I  should  say  it  was 
difficult  to  segregate  some  of  these  construction  costs  from 
operating  costs. 

Q.  Can  you  estimate  the  amount  of  construction  work 
which  has  heen  charged  as  operating  expenses?  A. 
3895  I  can  believe  that  there  were  probably,  over  the 
period  of  time  that  we  have  been  in  operation,  ten 
thousand  dollars  of  construction  work  included  in  our 
operating  expenses. 

Q.  Do  you  expect  that  construction  work  charges  will 
continue  at  that  same  rate?  A.  No.  Now  that  our  con¬ 
struction  work  is  completed  and  the  shops  have  been  ap¬ 
proved,  we  can  believe  that  these  inadvertent  charges  to 
operating  expenses  will  be  eliminated,  and  that  this  will 
affect  a  reduction  in  operation  expenses. 

Q.  What  about  your  overhead  costs?  A.  Well,  our  over¬ 
head  costs,  of  course,  will  be  spread  over  more  units  of 
utilization,  such  as  the  aircraft  mile ;  and  that  will  effect  a 
reduction  in  our  total  cost  per  aircraft  mile.  Where  we  have 
been  getting  about  five  hours  and  fifteen  minutes  of  utiliza¬ 
tion  out  of  our  aircraft  per  day  in,  say,  the  month  of  Oc¬ 
tober,  we  are  now  doubling  that  utilization,  which  would 
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of  course  reduce  our  costs  per  aircraft  mile  with  respect  to 
overhead. 

Q.  Do  you  anticipate  that  lower  maintenance  costs  will 
be  incurred  for  any  other  reason  than  the  elimination  of 
construction  expenses?  A.  Yes,  we  do  expect  that  our 
maintenance  costs  will  be  reduced.  Because  recently,  we 
have  applied  to  the  CAA  for  an  extension  of  the  time  be¬ 
tween  periodic  checks  of  our  maintenance  equipment.  That 
time  has  been  extended  generally  50  per  cent.  In  other 
words,  where  we  had  a  periodic  inspection  of  one  hundred 
hours  between  such  inspections,  we  now  have  one  hundred 
fifty  hours. 

3896  That  at  least  has  been  recommended  to  the  CAA 
by  the  inspectors.  And,  again,  we  have  effected 
some  reductions  in  costs  because  of  better  gasoline  prices. 
We  have  obtained  some  gasoline  contracts  in  recent  months 
that  will  reduce  our  direct  flying  costs. 

Q.  Would  these  reductions  in  costs  to  which  you  refer 
compare  with  the  estimates  of  your  projected  operation? 
A.  As  an  example,  for  the  month  of  October,  our  direct 
maintenance  costs  were  7.66  cents  per  aircraft  mile ;  which 
is  quite  comparable  to  normal  maintenace  for  DC-3  equip¬ 
ment.  And  the  depreciation  costs  on  aircraft  equipment 
are  reduced  in  direct  proportion  to  the  utilization  of  the 
equipment.  We  can  expect  these  costs  to  be  reduced  by 
50  per  cent  over  prior  costs. 

And  for  the  month  of  October,  our  direct  flying  costs, 
which  include  the  direct  operation  of  the  aircraft  and  the 
direct  maintenance  of  the  aircraft,  as  well  as  the  deprecia¬ 
tion  on  that  aircraft,  total  28.19  cents  per  aircraft  mile 
flown. 

This  compares  with  our  estimated  costs  for  the  operation 
of  DC-3  equipment,  as  shown  on  Exhibit  15,  page  2,  of  28.21 
cents  per  aircraft  mile. 

Now,  our  total  operating  expenses  are  estimated  at  39.17 
cents  per  aircraft  mile,  as  shown  at  the  bottom  of  page  2, 
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Exhibit  15.  During  the  month  of  October,  the  total  operat¬ 
ing  expenses  per  aircraft  was  53.52  cents  per  aircraft  mile. 
However,  as  I  said  before,  the  utilization  of  the  equipment 
was  only  5*4  hours  for  our  fleet  of  aircraft  in  service  at  that 
time.  But  within  the  last  30  days,  we  have  doubled 
3897  the  utilization  of  our  equipment  with  no  increase  in 
overhead  expense. 

So  we  can  therefore  expect  to  operate,  for  the  month  of 
December,  at  a  rate  of  about  41  to  42  cents  per  aircraft 
mile. 

*  *  •  •  • 

Cross  Examination 

By  Mr.  Page : 

*  #  •  •  • 

3901 

*  •  •  •  # 

Q.  Yes,  I  will  just  put  it  this  way,  sir:  What  is  repre¬ 
sented  by  the  difference  between  the  operating  losses  and 
the  total  of  the  asset  here  that  you  show,  595  thousand? 
A.  Well,  the  difference  between  what  we  carried  into  ex¬ 
tension  and  development  expense  as  represented  by  the  dif¬ 
ferences  between  our  total  revenues,  whether  they  were 
operating  revenues  or  non-operating  revenues;  and  ex¬ 
penses,  whether  they  were  operating  expenses  or  non-oper¬ 
ating  expenses:  were  carried  into  extension  and  develop¬ 
ment 

That  figure  amounted  to  $548,878.61,  leaving  a  balance 
of  $46,846.35,  which  were  direct  charges  to  extension  and 
development  and  were  caused,  let  us  say,  by  our  prepara¬ 
tion  for  such  proceedings  as  this. 

And  there  is  also  an  item  of  perhaps  20  thousand  dollars 
included  in  that  $46,846.35,  which  represents  a  carry-over 
from  the  U.  S.  Flying  Services,  because  those  figures 

3902  were  incurred  by  U.  S.  Flying  Services  in  the  de¬ 
velopment  of  U.  S.  Airlines,  Inc. 
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3903 

•  *  •  •  * 

Q.  Yes,  sir.  Now,  turn  to  that  figure  for  a  moment,  be¬ 
fore  we  leave  it;  the  $595,000  Deferred  Assets,  Extension 
and  Development  Expenses.  You  have  agreed  with  me  that 
that  is  made  up  partly  of  the  excess  of  operating  expenses 
over  operating  revenues  of  $568,000. 

Now,  do  you  feel  that  that  is  a  proper  asset  at  this  time : 
to  capitalize  an  operating  loss  as  a  deferred  asset?  A. 
Yes,  we  do,  and  it  has  been  agreed  to  as  being  a  proper 
charge  by  the  SEC. 

Q.  By  the  SEC,  with  respect  to  financing?  A.  That  is 
correct. 

Q.  Because  it  is  in  the  nature  of  a  speculative  enterprise ; 
is  that  right,  sir?  A.  I  do  not  know  on  what  basis. 

*  *  •  •  • 

3906 

•  •  •  •  • 

Q.  All  right  sir. 

Referring  to  Exhibit  16,  the  three  pages  there  under, 
taking  page  1  for  example,  Mr.  Bash:  The  interim  space 
delineated  by  this  exhibit  is  entitled  “Development 

3907  and  Transition  Period  until  projected  common  car¬ 
rier  service  is  in  operation.” 

That  period  indicated  on  that  page  shows  the  passage  of 
a  year.  Do  you  consider,  since  you  are  sponsoring  this 
exhibit,  sir,  that  that  constitutes  an  inconsistency  with  the 
opinion  expressed  by  Mr.  Playford  that  the  company  was 
ready  to  engage  upon  common  carrier  operation  immedi¬ 
ately,  or  almost  immediately?  A.  No,  I  do  not  believe 
that  that  is  inconsistent  at  all.  We  had  to,  for  purposes  of 
this  exhibit,  arrive  at  some  figure.  Mr.  Plavford’s  thinking 
on  that  may  have  been  based  upon  the  availability  of  equip¬ 
ment,  or  something  of  that  nature. 

Q.  So  that  from  an  operating  and  readiness  standpoint, 
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the  period  at  least  with  respect  to  the  attainment  of  the 
break-even  point  on  DC-3  equipment  is  estimated  at  ap¬ 
proximately  one  year;  is  that  right,  sir? 

The  Witness :  I  did  not  hear  the  question. 

Examiner  Cusick:  Please  read  the  question,  Mr. 

Reporter. 

(Question  read) 

Mr.  Lawler:  I  object,  Mr.  Examiner.  This  exhibit  shows 
they  will  never  break  even. 

Examiner  Cusick :  The  witness  may  answer. 

Mr.  Page :  I  assumed  it  was  the  intention  of  the  graph  to 
show  the  break-even  point. 

The  Witness :  You  will  note  on  page  1  of  Exhibit  16  that 
we  simply  drew  a  straight  line  representing  our  expenses 
or  estimated  expenses  at  October,  1946  up  to  the 
3908  estimated  expenses  of  October,  1947.  W^e  also  did 
the  same  thing  with  respect  to  revenues.  Actually, 
we  expect,  in  the  month  of  December,  1946,  with  DC-3  equip¬ 
ment,  to  come  very  close  to  the  figure  shown  here  for  Oc¬ 
tober,  1947. 

In  other  words,  we  really  believe  that  in  December,  1946 
we  come  close  to  breaking  even,  if  not  breaking  even. 

By  Mr.  Page: 

Q.  It  is  a  fair  conclusion,  is  it  not,  sir,  from  these  three 
charts :  that  with  respect  to  the  DC-3  you  anticipate  a  one- 
year  transition  period  before  breaking  even;  with  respect 
to  the  202,  if  used,  you  anticipate  a  ten-months’  period  be¬ 
fore  breaking  even ;  and  with  respect  to  the  DC-4,  approxi¬ 
mately  a  seven-months’  period  before  breaking  even?  A. 
Again  I  say  that  I  simply  drew  a  straight  line  from  the 
October,  1946  operation  to  the  October,  1947  operation. 

Mr.  Page:  Mr.  Examiner,  with  all  due  respect,  I  don’t 
think  that  is  the  answer  to  my  question. 
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Mr.  Beitel :  Mr.  Examiner,  if  counsel  will  await  the  wit¬ 
ness’  finishing  his  answer,  he  will  probably  have  his  answer. 

Examiner  Cusick:  Continue,  Mr.  Bash. 

The  Witness :  It  has  been  my  experience  in  the  past  that 
it  would  probably  take  the  CAB  a  period  of  about  one  year 
to  act  upon  this  proceeding.  And  it  was  with  that  in  mind 
that  the  October,  1947  date  was  established. 

We  are  hopeful,  of  course,  that  the  period  will  be  reduced 
materially  in  this  instance. 

By  Mr.  Page: 

Q.  Turning  to  Exhibit  17,  if  you  please,  Mr.  Bash, 
3909  with  reference  to  the  middle  column,  referring  to 
the  Martin  202 :  acquisition  price  forecase  of  25  202’s 
at  six  million  dollars  indicates  a  price  approximately  of 
$240,000  apiece,  does  it  not,  sir?  A.  That  is  correct. 

Q.  Do  you  have  any  information  at  present  which  would 
lead  you  to  raise  that  figure  as  to  the  acquisition  price? 
A.  I  did  not  hear  that  question. 

Q.  Do  you  have  any  present  information,  Mr.  Bash, 
which  would  lead  you  to  increase  that  figure  of  240  thou¬ 
sand  dollars  as  the  cost  price  per  202?  A.  I  have  no  in¬ 
formation  to  that  effect 

Q.  With  respect  to  the  acquisition  price  of  28  DC-4’s, 
at  one  hundred  thousand  dollars  apiece,  that  is  war  sur¬ 
plus  equipment,  is  it  not,  sir?  A.  That  is  correct 

Q.  Do  you  happen  to  know  if  it  represents  the  price  of 
surplus  from  the  War  Assets  Administration  of  C-54A’s, 
or  C’s?  A.  At  the  time  these  exhibits  were  prepared,  we 
had  a  figure  of  90  thousand  dollars  on  the  aircraft,  and  we 
added  ten  thousand  dollars  for  conversion. 

Q.  Thank  you.  You  now  have  a  firm  order  or  a  condi¬ 
tional  order  with  the  Martin  Company  for  202’s?  A.  I 
believe  Mr.  Playford  explained  that  in  his  testimony. 
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Examiner  Cusick :  That  was  answered ;  yes,  tentatively, 
Mr.  Page.  They  have  a  tentative  order  with  ihe  Martin 
Company.  That  was  Mr.  Playford’s  testimony. 

3910  By  Mr.  Page: 

Q.  Will  you  please  explain  the  basis  for  your 
working  capital  as  73  per  cent  of  total  expenses?  A.  Yes. 
If  you  will  refer  to  the  note  at  the  bottom  of  the  page,  you 
will  find  the  basis  on  which  I  made  that  determination. 
However,  I  would  like  to  add  that  this  results  in  a  high 
working  capital  requirement. 

Actually,  the  Civil  Aeronautics  Board,  to  my  knowledge, 
in  the  past  has  used  three  months7  operating  expenses  as 
a  proper  working  capital  requirement.  And  if  we  should 
apply  three  months  to  our  operating  expenses,  as  we  have 
shown  them  in  other  of  our  exhibits  for  the  various  types 
of  equipment,  you  will  find  that  on  a  three-months’  basis, 
the  working  capital  would  be  two  million  dollars  for  DC-3 
equipment;  it  would  be  $2,750,000  for  the  202  equipment, 
instead  of  the  eight  million  as  is  shown  here;  and  for  the 
DC-4  equipment,  it  would  be  $3,700,000,  instead  of  the 
ten  million,  eight  hundred  thousand  dollars  that  is  shown 
in  this  exhibit. 

Q.  Would  it  not  have  been  more  appropriate,  then,  to 
have  listed  on  a  three-months’  basis  for  $2,270,000  as  work¬ 
ing  capital  in  relation  to  the  acquisition  of  less  than  one 
million  dollars’  worth  of  DC-3’s?  A.  That  is  correct. 

Q.  Did  I  understand  you  to  say  that  it  would  be  more 
appropriate  to  show  the  two-million  figure  than  the 
$5,500,000  figure?  A.  That  is  correct.  That  was  prepared 
in  anticipation  of  a  similar  question  by  some  of  our  certif¬ 
icated  carriers. 

3911  Q.  Do  you  feel  that  it  would  be  a  logical  com¬ 
parison,  Mr.  Bash,  between  the  working  capital 

shown  on  the  balance  sheets  of  established  airlines  in  a 
relatively  profitable  year,  and  working  capital  that  could 
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be  estimated  as  an  appropriate  financing  figure  for  an 
enterprise  that  had  not  yet  established  its  earning  power? 

The  Witness:  Could  I  have  the  question  repeated? 

Examiner  Cusick:  Please  read  the  question,  Mr.  Re¬ 
porter. 

(Question  read) 

The  Witness :  I  can  believe  that  in  the  case  of  the  certif¬ 
icated  carriers,  it  may  show  more  working  capital  than 
was  actually  required  for  their  operation. 

By  Mr.  Page: 

Q.  Now,  just  one  more  question  in  that  connection,  Mr. 
Bash:  Are  you  in  a  position  to  state,  sir,  whether  or  not 
these  figures  as  shown  for  working  capital  on  this  exhibit 
would  be  included  in  amounts  to  be  discussed  with  financ¬ 
ing  sources?  A.  That  is  correct. 

I  would  like  to  change  that  answer  to  state  that  it  would 
probably  be  a  compromise  between  the  two  figures  that  I 
have  quoted  here.  The  ones  that  are  shown  on  the  exhibit 
are  high.  The  ones  that  I  have  quoted  to  you,  sir,  are 
lower.  And  in  such  an  instance  as  you  mentioned,  it  would 
probably  be  a  compromise  between  those  two  figures. 

Q.  I  see,  Mr.  Bash.  But  you  do  feel,  sir,  that  you  could 
approach  banking  sources  or  underwriting  sources  and 
request  working  capital  that  might  be  as  much  as 
3912  two  or  three  times  the  actual  value  of  the  physical 
property  and  equipment  to  be  required  by  that 
financing?  A.  I  don’t  profess  to  be  an  expert  in  finance 
here,  as  far  as  the  raising  of  funds  is  concerned. 

Mr.  Playford  has  always  participated  in  those  matters, 
and  with  his  connections  and  banking  experience,  and  so 
forth,  I  believe  that  that  question  should  be  more  properly 
answered  by  him. 

Q.  At  any  rate,  in  conclusion,  sir,  I  understand  you  do 
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believe  that  relatively  very  high  working  capital  allow¬ 
ances  are  a  necessary  part  of  your  financing  plan. 

Mr.  Beitel:  Mr.  Examiner,  the  witness — 

Examiner  Cusick:  That  has  been  answered,  Mr.  Page. 
I  think  the  witness  admitted  that  this  working  capital  set 
out  in  Exhibit  17  is  relatively  high,  and  that  it  would  be 
possible  to  fix  the  working  capital  at  three  months  of 
operating  expenses. 

However,  he  felt  that  that  was  low,  and  that  probably 
a  happy  medium  would  be  reached  between  this  amount  and 
the  amount  cited  as  an  illustration  with  respect  to  the 
three  months  of  the  expenses.  Isn’t  that  right,  Mr.  Bash? 
The  Witness:  That  is  right. 

•  •  •  •  • 

3917 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Gribbin: 

•  *  •  •  • 

3922 

•  •  •  •  • 

Q.  At  Exhibit  10,  your  rate  exhibit,  is  250  pounds  the 
minimum  which  you  will  accept  now?  A.  We  will  accept 
a  lesser  weight  than  that,  but  we  would  charge  at  the  rate 
of  250  pounds. 

Q.  And  do  you  expect  to  continue  that  practice  if  you 
are  certificated  as  a  common  carrier?  A.  Well,  we  frank¬ 
ly,  would  want  to  discourage  shipments  of  less  than  250 
pounds. 

Q.  You  feel  that  by  charging  those  shipments  at 

3923  a  250-pound  rate,  you  would  effectively  discourage 
that?  A.  That  is  correct 

Q.  Now,  your  volume  rates:  are  they  given  for  only 
planeloads,  or  for  anything  between  three  thousand  pounds 
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and  planeload?  A.  Well,  just  as  it  is  stated  here,  as  a 
general  principle,  this  exhibit  reflects  our  practices. 

Q.  You  have  a  volume  contract  rate?  A.  If  we  had  a 
volume  contract  rate — these  rates  apply  for  other  than 
volume  contract  rates. 

Q.  Where  does  your  volume  contract  rate  apply?  A. 
Sir? 

Q.  How  heavy  does  the  shipment  have  to  be  before  the 
shipper  gets  your  volume  contract  rate?  A.  Well,  that 
will  vary  somewhat;  and  it  varies  from  month  to  month 
as  far' as  that  is  concerned.  But  basically  we  follow  this 
procedure  as  is  outlined  here. 

Q.  You  have  an  item  here  of  three  thousand  pounds  and 
over  at  ten  per  cent  with  the  volume  contract  rate.  Sup¬ 
posing  you  have  a  shipment  that  fills  the  entire  planeload. 
Do  you  still  use  this  rate  of  three  thousand  pounds  and 
over?  When  does  your  volume  rate  come  into  operation? 
A.  We  have  found  that  in  actual  application  this  procedure 
cannot  always  be  followed.  This  was  prepared  in,  say, 
August  of  this  year.  For  instance,  in  the  case  of  flowers, 
it  is  difficult  for  us  in  many  instances  to  apply  that  rate 
as  you  see  it  in  Exhibit  10,  because  our  flower  growers  in 
many  instances  want  to  put  more  flowers  on  board  than  we 
can  accommodate,  and  we  frequently  have  two  con- 
3924  tractors  on  board  the  same  aircraft.  It  would  be  un¬ 
fair  to  one  contractor,  who  had  only  two  thousand 
pounds  on  board,  to  charge  him  at  the  rate  you  see  in 
front  of  you  here,  simply  because  the  other  fellow  took 
three  thousand  pounds  and  we  couldn’t  get  any  more  on 
board  the  aircraft 

So  we  find  in  actual  practice  we  have  to  stick  to  a  fixed 
rate,  rather  much,  in  the  accommodation  particularly  of 
the  flower  growers,  for  that  reason. 

Q.  Do  you  mean  that  this  exhibit  10  doesn’t  mean  any¬ 
thing,  then?  A.  Well,  it  is  representative  of  our  charges. 
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But  obviously,  we  can’t,  in  the  instance  that  I  outlined  to 
you,  stick  to  what  is  actually  shown  here. 

Q.  According  to  this,  assuming  that  this  were  in  prac¬ 
tice,  where  would  you  apply  your  volume  rate?  A.  Well, 
we  apply  the  volume  rate  to  planeload  shipments. 

Q.  Confined  to  planeload  shipments.  Anything  less  than 
a  planeload  shipment  gets  this  three-thousand-and-above 
rate?  A.  That  is  correct. 

Q.  I  see.  But  you  don’t  use  this  rate  base  in  actual 
practice?  A.  We  do.  As  a  general  principle  we  use  this 
rate  base.  But  in  actual  practice  we  can’t  stick  to  it  one 
hundred  per  cent,  for  the  reason  which  I  outlined  to  you 
just  now. 

Q.  You  have  found  that  it  is  necessary  to  make  price 
concessions  and  to  charge  different  rates  to  the 
3925  various  shippers,  depending  upon  the  service  they 
want?  A.  Well,  it  would  indicate  in  this  exhibit 
that  we  make  different  charges  for  perishables  and  non¬ 
perishables;  yes,  sir. 

Q.  And  you  make  other  than  uniform  different  charges, 
as  would  be  indicated  by  this  exhibit?  To  one  shipper  the 
rate  for  three  thousand  pounds  is  apt  to  be  different  than 
the  rate  for  three  thousand  pounds  to  another  shipper? 
A.  Of  course,  now,  in  preparation  of  our  contracts,  we 
established  rates  on  a  volume  basis.  We  might  establish 
a  contract  whereby  the  shipper  guarantees  us  one  hundred 
thousand  pounds  a  month,  or  something  of  that  nature,  and 
we  establish  a  rate  for  that  shipment. 

And  this  applies  more  particularly  to  the  one-shot  ship¬ 
ments. 

Q.  When  it  applies  at  all.  It  applies  to  one-shot  ship¬ 
ments  when  it  applies  at  all?  A.  Well,  understand: 
basically,  this  does  apply.  And  we  have  a  variable  in  there 
between  the  perishable  and  the  non-perishable  items  that 
we  might  fluctuate  between. 
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3926 

•  •  •  i  • 

Q.  I  understood  Mr.  Playford  to  testify  that  the  deci¬ 
sion  had  been  made  or  was  almost  made  not  to  purchase 
DC-4’s.  Is  that  your  understanding?  A.  That  is  correct. 

Q.  All  of  your  cost  figures  have  been  based  upon  the 
use  of  DC-3’s,  Martins,  and  DC-4’s.  Is  that  not  true?  A. 
I  did  not  hear  that. 

Examiner  Cusick:  All  of  your  cost  figures  are  based 
upon  the  using  of  DC-3’s,  Martins,  and  DC-4’s? 

The  Witness:  That  is  correct. 

By  Mr.  Gribbon: 

Q..  In  the  event  you  do  not  purchase  DC-4’s,  as  Mr.  Play- 
ford  stated  was  the  present  intention  of  IT.  S.  Airlines 
what  effect  will  that  have  upon  your  cost  figures? 

Mr.  Beitel:  Is  that  the  DC-4  cost  figures  or  the 

3927  202  cost  figures? 

Mr.  Gribbon :  The  entire  cost  figures  for  the  opera¬ 
tion. 

Examiner  Cusick:  Overall  costs? 

The  Witness:  Well,  if  we  didn’t  use  DC-4  equipment,  I 
can  imagine  that  you  just  simply  wouldn’t  refer  to  page  4 
of  Exhibit  15.  And  to  that  extent,  our  cost  estimates  would 
be  affected. 

By  Mr.  Gribbon: 

Q.  Haven’t  you  anticipated  a  more  profitable  operation 
at  lower  load  factors  with  the  DC-4  than  with  the  other 
two  types  of  equipment?  A.  That  is  correct.  But  I  would 
like  to  call  your  attention  to  the  fact  that  on  page  3  of 
Exhibit  15  and  page  4  of  Exhibit  15,  we  have  set  up  a 
higher  movement  of  freight  in  the  case  of  the  DC-4  equip¬ 
ment  than  we  have  for  the  202  equipment. 
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You  will  note  that  our  annual  ton-miles  on  page  4,  for 
the  DC-4  equipment,  is  135,300,000  ton-miles ;  whereas  for 
the  202,  on  page  3  of  Exhibit  15,  we  have  set  up  only 
82,460,000  ton-miles. 

Now,  had  we  applied  our  estimate  of  expenses  with  re¬ 
spect  to  the  202  equipment  to  the  same  number  of  ton-miles 
of  movement  for  the  DC-4  equipment,  I  can  believe  that 
the  cost  figures  would  result  in  rather  much  the  same  cost 
per-ton-mile  figures. 

Because  in  the  instance  of  the  DC-4  equipment,  we  are 
moving  many  more  ton-miles  than  we  are  in  the  instance  of 
the  202  equipment.  It  is  true  that  it  would  require  more  202 
equipment  than  it  does  DC-4  equipment,  but  I  can 
3928  also  believe  that  the  overhead  expenses  wTould  not 
be  increased  at  all,  simply  because  we  moved  more 
ton-miles  of  freight. 

And  to  that  extent,  the  costs  of  operating  the  202  equip¬ 
ment  would  be  reduced  when  referred  to  a  ton-mile  basis. 

Q.  Don’t  your  figures  show  that  you  can  make  a  better 
profit  out  of  operating  a  DC-4  than  you  can  a  Martin  202, 
on  a  ton-mile  basis?  A.  That  is  correct,  but  we  must  keep 
in  mind  that  we  are  moving  more  ton-miles,  too,  in  the  case 
of  the  DC-4  than  we  are  in  the  202. 

Q.  Don’t  they  show  a  higher  profit  for  each  ton-mile 
moved  by  DC-4,  as  compared  with  either  the  3  or  the  202? 
In  other  words,  isn’t  the  DC-4  a  more  economical  ship  to 
operate? 

Examiner  Cusick:  This  is  argumentative,  Mr.  Gribbon. 
Can’t  you  take  care  of  that  in  your  own  brief? 

Mr.  Gribbon :  I  just  wanted  to  get  his  idea  of  what  hap¬ 
pens  to  his  figures. 

Examiner  Cusick:  You  have  questioned  him  upon  it 
and  you  have  his  answer,  and  now  we  are  going  into  argu¬ 
ment  on  it. 
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Q. '  Exhibit  13 :  Could  you  tell  me  what  the  meaning  of 
that  “0.  W.”  is,  at  the  top  of  the  first  column?  A.  One¬ 
way  trips. 

Q.  This  is  based  upon  ten  hours  of  revenue  utilization 
of  each  aircraft  365  days  in  the  year;  is  that  correct?  A. 
That  is  correct,  except  that  it  is  not  revenue.  It  is 

3929  total  utilization. 

Q.  Total  utilization?  A.  That  is  correct. 

Q.  Now,  that  doesn’t  include  maintenance  time.  You 
would  have  to  get  that  in  above  your  ten-hour-day?  A. 
Maintenance  would  not  affect  the  utilization  of  the  equip¬ 
ment. 

Q.  I  mean,  you  are  going  to  be  flying  each  plane  ten 
hours  each  day  every  day  in  the  year?  A.  That  is  what 
we  have  set  up  in  our  estimates;  yes,  sir. 

Q.  Now,  this  is  headed  “Exhibit  13.”  It  shows  schedules 
of  mileages  used  in  forecasting  operating  revenues  and 
expenses.  Would  you  indicate  to  me  how  you  have  used 
these  figures  in  forecasting  operating  revenues?  A.  In 
forecasting  the  operating  revenues,  we  have  simply  ap¬ 
plied  75  per  cent  load  factor  for  each  mile  flown  in  revenue 
operation  and  applied  a  15%  per  ton-mile  rate  to  the  ton- 
miles  of  movement  on  a  75  per  cent  load  factor,  for  each 
type  of  equipment. 

Q.  Then  on  the  DC-3,  vour  total  miles  flown  might  be 
19,967,000;  is  that  right?  A.  That  is  right. 

Q.  Then  you  have  applied  a  75  per  cent  load  factor  to 
that?  A.  I  have  applied  a  75  per  cent  load  factor  to  the 
normal  payload  of  a  DC-3.  And  from  that,  I  have  developed 
the  pounds  that  would  be  on  board  for  each  revenue  mile 
flown,  and  applied  that  poundage  to  those  revenue 
miles. 

3930  Q.  And  multiplied  by  15%  cents  for  each  ton;  is 
that  correct?  A.  That  is  correct. 
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Q.  Well  now,  will  you  receive  revenue  for  each  such  ton- 
mile  flown?  A.  I  did  not  hear  that. 

Q.  My  question  is:  will  you  receive  revenue  for  each 
of  these  19  million  miles  flown?  A.  No,  we  will  receive 
revenue  based  upon  the  revenue  miles  flown  of  17,970,000. 
Perhaps  I  was  in  error  in  my  first  answer  to  the  extent 
that  you  were  quoting  me  the  19,987,000-mile  figure,  where¬ 
as  that  is  the  total  miles  flown,  and  the  figure  that  I  used 
in  preparing  my  estimates  were  the  17,970,000  miles,  rep¬ 
resenting  revenue  miles. 

Q.  Now,  would  you  look  at  Exhibit  15,  page  2,  please? 
I  am  interested  in  the  factors  you  use  to  arrive  at  the 
49-million  figure  of  annual  ton-miles.  Would  you  tell  me 
which  figures  you  multiplied  up  there  to  get  that  49  million 
ton-miles?  A.  First  of  all,  we  have  a  normal  payload  of 
7,050  pounds.  I  took  75  per  cent  of  that,  and  that  would 
develop  the  revenue  pounds  on  board  each  aircraft. 

Then,  if  we  multiply  that  by  the  revenue  miles  flown  of 
17,970,000,  we  will  get  the  pound-miles  flown.  But  those 
pound-miles  must  be  divided  by  2,000  to  obtain  the  ton- 
miles  flown  of  49,290,000. 

Now,  there  is  another  way  of  doing  that,  if  you  choose : 
by  using  the  number  of  annual  flights  and  the  average  length 
of  each  flight,  and  so  forth.  But  I  am  giving  you 
3931  this  as  an  illustration  of  how  it  can  be  done. 

Q.  According  to  my  calculations  there:  by  mul¬ 
tiplying  17  million  miles  by  2.65  times,  which  would  be 
75  per  cent  of  your  7,050  pounds,  you  would  not  arrive  at 
the  49  million  ton-miles.  You  would  arrive  at  something 
less  than  that.  Would  you  verify  that?  A.  It  would  be 
something  just  under  that ;  yes,  sir. 

Q.  I  have  about  47,600,000  ton-miles.  A.  That  is  quite 
possible. 

Q.  Well  then,  to  get  your  revenues,  did  you  multiply 
the  49  million  that  you  have  used  here  by  15%  cents?  A. 
That  is  correct. 
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Q.  So  that  if  my  figures  were  correct,  you  shouldn’t 
multiply  by  49  million  but  by  47,600,000?  A.  Well,  as  I 
explained  to  you,  there  is  more  than  one  way  of  arriving 
at  this  49,290,000. 

It  has  been  some  months  since  I  prepared  this  exhibit, 
and  from  the  headings  I  believe  that  I  took  the  7,050  pounds 
and  took  a  75  per  cent  load  factor  and  developed  it  in  a 
different  manner  than  I  have  described  to  you  at  the 
present  time. 

However,  that  is  rather  a  minor  detail  as  to  how  one 
approaches  the  development  of  those  figures. 

Q.  If  the  figures  I  gave  you  were  correct,  you  would 
have  overstated  your  revenues  in  DC-3  operations,  would 
you  not?  A.  Yes.  But  as  I  say,  that  is  a  rather  minor 
item.  I  can  also  take  the  same  figures  and  develop  them 
in  another  manner  and  arrive  at  the  figures  shown 
here. 

3940 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Peyser: 


3942 

•  •  •  •  • 

Q.  And,  if  you  should  vary  from  the  great  circle  mile¬ 
age  by  a  considerable  amount,  then  your  estimate  of 
revenue  will  be  overstated,  to  the  extent  that  you  vary 
from  the  circle  mileage?  A.  No,  it  would  not. 

Q.  Why  not?  A.  My  estimate  of  revenues  is  based 
upon  the  great  circle  mileage.  And  as  we  vary  from  the 
great  circle  mileage,  of  course,  the  revenues  per  mile 
would  be  reduced  to  U.  S.  Airlines,  so  it  is  our  problem 
to  fly  as  direct  a  route  as  we  possibly  can  between  ter¬ 
minal  points. 
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3959 

t  •  i  •  • 

Cross  Examination 

By  Mr.  Stroud: 

•  •  •  •  • 

3961 

•  «  •  •  • 

Q.  In  Exhibit  6,  Mr.  Bash,  page  1,  I  note  a  variation 
in  your  freight  revenue  item  in  cents  per  mile,  starting 
out  with  26  cents  in  December,  1945  and  then  going  down 
to  11  cents  in  March  of  ’46,  and  then  up  to  18  cents, 
down  to  14  cents,  and  finally  up  to  20  cents  again  in 
July,  1946.  What  was  the  cause  for  this  variation  in 
freight  revenue  per  mile?  A.  That  is  an  indication  of 
the  fluctuation  in  the  load  factor,  principally.  And  again 
in  July,  perhaps  the  rate  per  ton-mile  was  less.  Actu¬ 
ally  in  July  it  was  22%  cents  a  ton-mile. 

Q.  Your  rate  was  22%  cents  a  ton-mile?  A.  That  is 
what  it  averaged  out.  However,  I  wouldn’t  accept  that  as 
an  absolute  figure,  because  in  many  instances  in  collect¬ 
ing  our  statistics,  they  were  not  related  one  hundred  per 
cent  to  the  revenues  that  we  had  set  up  in  that  particular 
month.  But  over  a  five-month  period,  June,  July,  August, 
September,  and  October,  it  averaged  17  cents  per 

3962  ton-mile. 

Q.  In  Exhibit  10,  I  note  that  TJ.  S.  Airlines  was 
charged  a  higher  rate  for  perishables  than  for  non¬ 
perishables,  and  I  believe  you  have  testified  to  that  same 
thing  this  morning.  Do  you  know  whether  it  is  the  belief 
of  U.  S.  Airlines  that  perishables  should  move  at  a  higher 
rate  than  non-perishables?  A.  I  can  imagine  that  we 
will,  under  a  common  carrier  operation,  set  up  a  classi- 
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fication  of  rates.  However,  I  do  think  that  we  should 
keep  that  as  simple  as  we  possibly  can,  because  in  air 
transportation,  perhaps  more  than  in  any  other  form  of 
transportation,  the  weight  of  the  shipment  is  so  very 
basi6  and  so  related  to  the  cost  of  the  operation  that  any 
fluctuations  from  a  purely  poundage  basis  wouldn’t  be 
entirely  desirable  except  as  we  might  want  to  exploit 
some  new  field  of  transportation. 

Q.  You  say  you  believe  that  commodity  rates  should  be 
established  for  perishables?  A.  It  would  depend  upon 
the  nature  of  the  perishable  too,  to  some  extent.  Because 
about  the  only  thing  that  need  be  reflected  in  the  rate  of 
perishables  over  general  cargo  would  be  the  additional 
cost  to  the  carrier  for  transporting  perishables. 

Q.  So  that  if  a  commodity  rate  were  to  be  established, 
it  would  be  a  higher  rate  than  your  other  rate,  then?  A. 
The  commodity  rate  for  perishables? 

Q.  Yes.  A.  Correct. 

•  •  •  •  • 

3967 

•  i  •  •  • 

Q.  I  note  in  another  exhibit — I  believe  it  is  on  page  2 
of  Exhibit  29 — that  between  the  50  largest  cities  in  the 
United  States,  the  Civil  Airway  mileage  is  16  per  cent 
greater  than  the  Great  Circle  mileage.  So  I  assume  that 
your  cost  estimate  in  that  event  would  have  to  be  revised 
approximately  16  per  cent  upward.  Is  that  correct? 

3968  A.  Well,  if  we  flew  the  Civil  Airway  mileage  all 
the  way.  But  that  isn’t  generally  the  procedure  in 

airline  operation  either.  I  know  that  in  many  instances 
direct  routes  are  flown  between  terminal  points. 
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3973 

•  *  *  •  « 

Further  Direct  Examination 
By  Mr.  Beitel: 

3974  Q.  In  preparing  the  various  cost  estimates  of 
the  projected  operations  of  U.  S.  Airlines,  did  you 

prepare  a  cost  of  operation  which  was  based  upon  the 
cost  of  operating  new  DC-4  aircraft?  A.  I  did  not  in 
the  estimates,  but  we  have  since  developed  some  figures 
based  upon  the  use  of  new  DC-4  aircraft. 

Q.  In  the  projected  operations  between  these  areas  on 
a  common  carrier  basis,  does  the  company  propose  to 
operate  DC-3  aircraft? 

The  Witness:  I  am  sorry. 

Examiner  Cusick:  Will  you  read  the  question,  please, 
Mr.  Reporter? 

(Question  read) 

The  Witness:  We  do  propose  to  use  DC-3  aircraft,  and 
it  will  probably  take  some  little  period  before  other  equip¬ 
ment  is  available,  but  the  costs  of  the  operation  in  that 
interim  period  will  be  a  combination  of  the  costs  of 
operating  DC-3  equipment  and  new  equipment. 

•  •  •  •  • 

3977 

•  •  •  •  • 

Nick  Peet 

Direct  Examination 
By  Mr.  Pratt: 

Q.  Mr.  Peet,  will  you  give  your  name  to  the  Re- 

3978  porter,  please?  A.  Nick  Peet. 

Q.  Where  do  you  live,  please?  A.  Delray  Beach, 


Florida. 
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QJ  A  little  louder,  please,  Mr.  Feet.  What  is  your  busi¬ 
ness!  A.  I  am  a  farmer.  I  grow  also  flowers. 

Q.  And  what  is  the  name  of  your  business!  A.  Nick 
Peet  Farms. 

Q.  You  are  the  owner  of  that  business!  A.  Yes,  I  am. 

Q.  Where  else  have  you  farms  located,  Mr.  Peet!  A.  I 
also  have  a  farm  close  to  Valdosta  in  Georgia,  in  a  little 
place  by  the  name  of  Lake  Park. 

Q,  Have  you  farms  any  place  besides  those  two  places, 
Mr.  Peet!  A.  Yes,  I  also  have  a  farm  in  Vineland,  New 
Jersey. 

Q.  How’  big  are  those  three  farms,  Mr.  Peet!  A.  Well, 
all  together,  they  would  be  about  three  thousand  acres. 

Q.  What  do  you  grow  on  those  farms,  Mr.  Peet!  A. 
Gladiolas,  lilies,  iris,  tulips,  daffodils,  peonies,  amaryllis: 
those  are  about  the  main  ones. 

Q.  Now,  what  use,  if  any,  have  you  made  of  the  air 
freight  service  of  U.  S.  Airlines,  Mr.  Peet!  A.  Well,  I 
have  been  shipping  with  the  U.  S.  Airlines  since  last  De¬ 
cember,  I  guess. 

Q.  That  is  December,  1945!  A.  December,  1945.  And 
I  shipped  every  day;  practically  every  day,  up  to 
3979  last  year  sometime  in  June. 

Q.  You  shipped  every  day  from  December  until 
June,  1946?  A.  Yes.  Then  I  started  again  last  October, 
1946.  I  have  been  shipping  ever  since. 

Q.  What  was  the  average  shipment  each  day  that  you 
made  over  U.  S.  Airlines ;  that  is,  average  size  of  the  ship¬ 
ment?  A.  I  have  been  shipping,  in  the  average,  I  would 
say,  around  eight  or  nine  thousand  pounds  a  day. 

Q.  And  where  did  these  shipments  originate?  A.  In 
Delray  Beach  and  in  Georgia. 

Q.  You  ship  both  from  your  farm  in  Delray  Beach, 
Florida  and  also  your  farm  in  Georgia?  A.  That  is  right. 
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Q.  And  that  is  your  farm  at  Lake  Park,  Georgia!  A. 
That  is  Lake  Park,  Georgia. 

Q.  How  big  a  town  is  Lake  Park!  A.  About  500  people, 
I  guess. 

Q.  How  big  is  Delray  Beach!  A.  About  three  thou¬ 
sand. 

Q.  Now,  to  what  places  were  these  shipments  sent!  A. 
Well,  they  were  shipped  mostly  to  Washington,  Balti¬ 
more,  Philadelphia,  New  York,  Boston,  Cleveland,  Chicago, 
Cincinnati,  Indianapolis,  and  I  think  we  made  some  ship¬ 
ments  to  Pittsburgh. 

Q.  Did  you  make  any  shipments  to  the  West  Coast!  A. 
Yes,  I  have  made  some  shipments  to  Dallas  and  to  Los 
Angeles. 

Q.  Now,  you  stopped  shipping  last  June  and  corn- 
3980  menced  again  in  October ;  is  that  correct !  A.  That 
is  right. 

Q.  And  you  have  been  shipping  regularly  since  October! 
A.  That  is  right. 

Q.  Now,  before  using  air  freight,  how  did  you  ship 
your  flowers!  A.  Well,  mostly  by  express,  and  some 
trucks. 

Q.  What  was  your  experience  with  these  methods  of 
transportation!  A.  Well,  we  did  lose  a  lot  of  stuff  by 
being  too  long  in  delivery.  We  did  lose  a  lot  of  stuff  by 
being  too  long  on  the  road.  It  took  sometimes  four  or  five 
days  to  arrive  in  New  York  City. 

Q.  When  you  ship  by  rail  express  or  by  truck,  what 
was  the  condition  of  the  flowers  upon  arrival!  A.  Well, 
in  poor  shape  most  of  the  time. 

Q.  And  what  had  to  be  done  with  them  upon  their  ar¬ 
rival!  A.  Well,  if  those  flowers  arrive  four  or  five  days 
after  they  are  cut,  they  have  to  be  sold  right  away.  And 
we  find  that  if  the  market  is  poor,  or  even  if  the  whole¬ 
saler  has  to  sell  them  the  same  day  when  they  come  in,  it 
makes  a  lot  of  difference  in  the  price. 
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Q.  What  has  been  the  attitude  of  your  customers  upon 
receiving  shipments  in  that  condition?  A.  Well,  very  dis¬ 
appointing.  I  mean,  they  have  been  very  disgusted  with 
those  shipments. 

Q.  Now,  Mr.  Peet,  do  you  have  those  conditions  when 
you  ship  by  air  freight?  A.  No.  They  arrive  in 

3981  very  good  shape.  We  ship  usually  at  night,  and 
they  will  be  in  the  market  next  morning. 

Q.  What  effect,  if  any,  does  air  freight  have  upon  ex¬ 
panding  your  markets?  A.  Well,  it  will  have  a  tremend¬ 
ous  effect.  I  know  we  have  shipped  stuff  to  the  West 
Coast.  A  lot  of  times  if,  for  instance,  the  market  in  New 
York  City  is  poor,  we  can  ship  to  Chicago. 

If  we  can  ship  to  Chicago,  we  will  ship  to  Denver  or  we 
will  ship  to  the  West  Coast  or  to  Dallas;  even  as  far  as 
Canada. 

Q.  Have  some  of  vour  flowers  gone  as  far  as  Canada, 
Mr.  Peet?  A.  Yes,  as  far  as  Canada. 

Q..  You  didn't  ship  them  there  directly,  yourself,  though? 
A.  No.  But  if  we  can  ship  them  by  plane — for  instance, 
take  New  York  City — and  they  arrive  there  next  morn¬ 
ing  in  good  shape,  that  gives  the  wholesaler  a  chance  to 
re-ship  them  again. 

And  they  have  shipped  them  as  far  as  Canada. 

Q.  Now,  besides  widening  your  market,  what  other 
advantages  are  there  to  shipping  by  air  freight?  A.  We 
can  grow  a  lot  more  flowers,  because  we  can  ship  to  much 
farther  territories.  And  they  arrive  in  much  better  shape, 
so  that  the  wholesalers  can  handle  them  much  better. 

Q.  Now,  with  respect  to  growing  a  lot  more  flowers:  do 
you  mean  a  greater  acreage?  Or  different  kinds  of  flowers? 
A.  A  greater  acreage,  and  also  different  kinds  of 

3982  flowers.  We  grow  now,  for  instance,  iris  and  lilies. 
I  will  predict  that  through  the  airplane  service, 

Florida  and  the  South  will  be  the  greenhouse  of  the  United 
States. 
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Q.  Have  you  increased  your  own  acreage  and  have  you 
increased  your  varieties  as  a  result  of  using  air  freight! 
A.  I  have  increased  my  acreage.  Only  in  one  year  be¬ 
sides  last  year  I  have  increased  my  acreage  300  acres,  I 
believe. 

Q.  Now,  have  you  used  air  freight  in  connection  with 
your  farm  at  Vineland,  New  Jersey!  A.  No,  but  I  intend 
to.  I  intend  to  start  shipping.  I  am  making  connections 
now  in  the  South,  and  I  know  I  will  be  able  to  ship  all 
through  the  South  this  summer. 

Q.  What  are  the  advantages  of  air  freight  in  connection 
with  your  Vineland,  New  Jersey,  operation!  A.  Well, 
our  market  limits  are  up  North  very  limited,  because  it  is 
in  the  summer,  the  weather  is  hot,  and  the  markets  that  we 
have  in  Jersey  are,  for  instance,  New  York,  Philadelphia, 
and  Washington;  close  markets. 

Now  we  will  be  able  to  ship  as  far  down  as  Florida,  and 
I  guess  as  far  wrest  as  Kansas  City  or  even  farther  than 
that. 

Q.  What  has  been  the  general  effect  of  air  freight, 
Mr.  Peet,  on  the  condition  of  the  Florida  and  Georgia 
flower  growers!  A.  Well,  a  tremendous  effect.  I  person¬ 
ally  believe  it  is  going  to  be  the  salvation  of  the  flower  busi¬ 
ness  in  Florida  and  through  the  South.  Even  up  north; 
not  only  my  flower  business,  but  any  flower  business. 

3983 

•  ••it 

Cross  Examination 
By  Mr.  Stanley  Morris: 

Q.  Mr.  Peet,  did  I  understand  you  to  say  that  you  could 
now  market  some  kinds  of  flowers  that  you  weren’t  able 
to  market  before  by  the  slower  means!  A.  Yes. 

Q.  What  are  some  of  those!  A.  Iris,  tulips,  daffodils, 
lilies.  There  will  be  a  great  many  others ;  plenty  of  them. 
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Mr.  Stanley  Morris:  That  is  all. 

Examiner  Cusick:  Mr.  Peyser! 

Cross  Examination 
By  Mr.  Peyser: 

Q..  Mr.  Peet  when  you  said  the  average  size  of  your 
shipments  was  eight  to  nine  thousand  pounds,  did  you 
mean  to  all  the  destinations  to  w’hich  you  ship!  A.  No, 
that  is  daily.  I  mean  daily;  the  whole  shipment. 

Q.  All  the  shipments!  A.  Yes. 

Q.  What  was  the  average  weight  of  the  shipment  to  a 
particular  point;  say,  to  Washington,  D.  C.  A.  I  wouldn’t 
be  able  to  tell  you  that  offhand,  but  w’e  ship  every  day 
to  Washington,  Baltimore,  Philadelphia,  New  YY>rk,  Bos¬ 
ton,  and  also  Chicago.  So  sometimes  we  even  load  two 
planes,  and  they  unload  in  Washington  and  Baltimore, 
and  if  the  market  is  good  in  Baltimore,  they  unload 
heavy. 

3984  If  the  market  is  better  in  New’  York  City,  we 
only  unload  a  little  in  Washington  and  ship  the 
rest  to  New  Y'ork  City.  You  see  what  I  mean!  A.  Are 
the  flowers  sold  when  you  load  them  on  the  plane!  A.  I 
don’t  understand  that. 

Examiner  Cusick:  Are  they  sold  when  they  leave  the 
point  of  origination;  when  they  leave  Valdosta,  say! 

The  Witness:  No,  they  are  shipped  on  consignment. 

By  Mr.  Peyser: 

Q.  Who  is  the  consignee!  A.  I  have  a  lot  of  consign¬ 
ees.  I  think  I  have  all  together  about  50  consignees. 

Q.  Who  pays  the  freight  on  the  shipment!  A.  I  do. 

Q.  Do  the  consignees  have  any  definite  obligation  to 
pay  you  any  specific  amount  for  the  flowers  shipped!  A. 
No.  They  are  shipped,  and  we  just  keep  our  fingers 
crossed.  By  shipping  by  air,  when  they  arrive  in  much 
better  shape,  we  have  a  good  chance  to  get  a  lot  more  for 
our  flowrers  than  any  other  way. 
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Q.  Do  you  have  any  contract  with  the  XL  S.  Airlines, 
agreeing  to  give  them  any  definite  amount  of  freight? 
A.  Yes,  I  believe  we  have. 

•  •  •  •  * 

Cross  Examination 
By  Mr.  Verner: 

Q.  Mr.  Peet,  you  say  that  if  the  market  in  Wash- 
3985  ington  isn’t  good,  then  you  may  continue  to  take 
a  part  of  a  planeload  on  to  New  York?  A.  Yes. 

Q.  Do  you  have  someone  aboard  the  plane  who  deter¬ 
mines  that?  Or  does  somebody  else  do  it  for  you?  Or 
how  is  that  handled?  A.  We  keep  in  touch  with  the  mar¬ 
ket  during  the  day,  and  we  know  what  the  market  is. 
You  see,  that  is  another  benefit  of  shipping  by  plane. 
Let’s  say,  for  instance,  that  the  market  is  good  today  in 
Chicago,  and  they  call  us  up:  If  we  ship  by  express,  the 
flowers  will  get  there  four  or  five  days  later.  Well,  the 
market  may  be — lousy.  But  if  we  can  ship  by  plane,  the 
next  day  the  flowers  are  there.  So  that  is  another  advan¬ 
tage. 

Q.  All  I  was  getting  at  was  the  method.  For  instance, 
if  a  plane  leaves  Florida  bound  for  Washington,  Balti¬ 
more,  and  New’  York,  and  you  decided  not  to  off-load  any 
substantial  amount  of  the  flowers  in  Washington  because 
the  market  in  New  York  is  better,  w’hat  are  the  mechanics? 
How  do  you  handle  the  deal  mechanically?  Do  you  call 
up  Washington  and  tell  them  not  to  unload  it?  A.  No, 
w’e  make  arrangements  on  our  shipments  before  we  ship 
them  out.  If  the  market  is  good  in  Washington  today,  we 
figure  it  should  be  good  tomorrow.  So  we  would  unload 
heavily. 

Q.  You  actually  determine  the  consignees  before  the 
plane  leaves  Florida?  A.  That  is  right. 
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•  #  #  •  • 

Glenn  Riley 

was  called  as  a  witness,  and  being  first  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  Examination 
By  Mr.  Beitel: 

Q.  Give  your  name  to  the  Reporter,  please!  A.  Glenn 
Riley. 

Q.  Where  do  you  reside,  Mr.  Riley!  A.  St.  Peters¬ 
burg,  Florida. 

Q.  What  is  your  position  with  U.  S.  Airlines!  A.  Oper¬ 
ations  Manager. 

Q.  When  did  you  first  become  connected  with  U.  S. 
Airlines!  A.  December,  1944. 

Q.  Prior  to  your  connection  with  U.  S.  Airlines,  what 
was  your  occupation  ?  A.  I  was  flight  superintendent  and 
then  director  of  training  of  National  Air  Lines. 

Q.  How*  long  w’ere  you  connected  with  National  Air 
Lines!  A.  About  10  years. 

Q.  Have  you  had  any  military  service!  A.  Yes. 
39S7  In  1942,  I  was  assigned  to  the  Air  Transport  Com¬ 
mand,  as  Air  Carrier  Contract  Officer.  Prior  to  that 
time  I  was  Senior  Civilian  Instructor  at  the  Jacksonville 
Naval  Air  Station. 

Q.  Have  you  had  any  other  airline  experience!  A.  Yes. 
Prior  to  establishment  of  National,  I  was  operations 
manager  for  the  old  Triangle  Air  Service. 

I  was  also  general  manager  of  Aerovias  Latino  Ameri¬ 
cana. 

Q.  What  pilot  experience  do  you  have!  A.  I  soloed 
on  August  2,  1927.  I  have  logged  over  five  thousand  hours 
in  both  single  and  multi-engine  equipment. 

Q.  Do  you  hold  any  ratings!  A.  Yes,  I  do.  I  hold  in- 
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structor’s  rating  in  airline  dispatching,  navigation,  me¬ 
teorology,  CAE,  engine,  airplanes,  instruments  and  para¬ 
chutes. 

Q.  How  about  radio  and  link  trainer!  A.  Yes.  I  am 
sorry.  I  hold  an  instructor’s  rating  in  that. 

Q.  Do  you  hold  any  positions  in  any  scientific  society! 
A.  Yes,  I  am  a  Fellow  in  the  American  Society  of  Meteor¬ 
ologists. 

•  •  •  •  # 

3990 

•  #  •  •  * 

Cross  Examination 
By  Mr.  Page: 

Q.  Mr.  Riley,  have  you  made  any  plan  of  station  equip¬ 
ment  that  would  be  installed  in  any  one  of  your  principal 
area  terminal  points!  A.  Yes. 

Q.  Would  you  care  to  outline  that!  I  mean,  what  would 
be  a  sample  complement  of  ground  facilities  and 

3991  equipment!  A.  You  understand,  of  course,  Mr. 
Page,  that  that  would  vary  from  station  to  station 

as  well  as  from  area  to  area,  but  generally  they  would 
be  the  accepted  requisites  for  our  service.  I  would 
be  glad  to  itemize  them,  if  you  like:  a  typewriter,  a  desk, 
a  chair,  paper  clips,  and  a  teletype. 

Q.  I  wasn’t  speaking  of  the  unimportant  items,  Mr. 
Riley.  I  was  speaking  of  ground  operational  equipment 
for  airline  use.  A.  Weil,  I  think  those  are  all  requisite. 
We  will  obviously  have  to  have  some  form  of  loading 
equipment  or  unloading  equipment;  that  is,  freight  hand¬ 
ling  equipment. 

Q.  I  am  only  asking  you  for  a  sample  of  what  you 
would  plan  to  install  at  any  one  of  your  principal  sta¬ 
tions.  A.  That  would  vary  pretty  widely.  Are  you  talk¬ 
ing  about  a  consolidation  point  or  a  branch  ^operational 
point! 
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Q.  One  of  your  area  terminal  points.  A.  Well,  in  that 
case,  I  take  it  by  that  that  you  mean  a  branch  operational 
point.  We  undoubtedly  will  have  to  supply  those  points 
with  various  maintenance  items,  such  as  a  spare  cylinder 
and  pistons  and  probably  a  spare  wheel. 

Q.  Would  you  have  any  loading  devices,  lifts?  A.  Oh, 
yes,  all  of  the  other. 

Q.  Is  the  administration  of  space  control  and  freight 
handling  a  function  of  the  Operations  Department?  A. 
Yes,  it  is. 

Q.  How  is  that  proposed  to  be  handled,  Mr.  Riley?  A. 
Just  as  we  are  handling  it  now.  We  have  a  space 
3992  control  officer,  if  you  like,  an  individual  who  is  in 
charge  of  space  control.  And  by  means  of  charts 
which  we  have  devised,  he  controls  all  of  the  space  on  all 
of  our  airways. 

All  requests  for  space  must  be  directed  to  this  space 
control  department. 

Q.  Where  would  that  be  located?  A.  At  the  moment, 
it  is  located  in  St.  Petersburg,  Florida. 

Q.  Would  you  have  more  than  one  under  your  common 
carrier  proposal?  A.  1  think  if  the  need  for  it  develops, 
we  will  probably  subdivide  that.  Or  it  can  be  done  an¬ 
other  way:  by  allocating  a  portion  of  the  airplane  to 
individual  stations.  It  is  a  very  similar  thing  to  the 
present  passenger  airline  seat  control  operation. 

Q.  Would  there  be  teletype  connections  between  those 
space  control  centers,  and  the  consolidation  points?  A. 
Yes,  if  there  is  sufficient  need  for  that  form  of  communi¬ 
cation;  teletype,  telegraph,  telephone,  radio. 

Q.  Well,  speaking  momentarily  of  teletype,  is  there  any 
definite  plan  to  install  a  teletype  communication  service 
for  space  contral?  A.  We  now  do  have  teletype  in  many 
of  our  locations. 

Q.  But  with  respect  to  your  proposed  operation  do  you 
plan  to  have  teletype  service?  A.  Yes,  wherever  there 
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is  a  need  for  it,  we  will  certainly  make  an  effort  to  install 
it. 

Q.  In  other  words,  whatever  you  find  that  you 

3993  need  you  will  supply?  A.  That  is  correct,  yes. 

Q.  Could  you  outline  with  brevity  the  types  of 
paper  forms  that  will  be  used;  that  is,  refer  to  them  by 
name?  Such  as  manifests  or  air  bills  or  loading  records? 
Do  you  have  any  system  planned  of  that  character?  A. 
Of  course,  some  of  those  forms  are  now  required  by  regu¬ 
lation,  and  I  expect  will  be  added  to  or  modified  from 
time  to  time,  so  that  we  would  have  to  answer  that  first, 
of  course,  by  saying:  all  of  the  required  forms  by  regula¬ 
tion. 

I  expect  that  will  include  both  the  weather  clearance  and 
the  load  manifest  on  the  airplane. 

Q.  You  mean  that  by  regulation  there  is  now  an  ap¬ 
proved  set  of  forms  for  handling  air  freight?  A.  I  think 
that  you  will  find  that  is  the  case,  yes.  We  are  required 
by  regulation  to  carry  on  board  a  designated  form  of 
weather  clearance  and  a  designated  form — that  is  an  ap¬ 
proved-type  form — for  load  manifest. 

Q.  Possibly  I  am  going  beyond  the  scope  of  the  opera¬ 
tions  department,  Mr.  Riley.  Maybe  that  is  a  traffic  func¬ 
tion.  I  was  thinking  of  common  carrier,  freight  carrier, 
paper  work  in  connection  with  consignments.  A.  Very 
possibly  that  is  true.  The  operations  department  isn’t  too 
greatly  concerned  with  that. 

Q.  One  more  question,  if  you  please.  You  haven’t  estab¬ 
lished  any  initial  points  at  which  the  ground  equipment, 
such  as  possible  warehouses,  loading  devices,  and  other 
facilities,  will  be  installed  at  an  initial  number  of  points  or 
locations?  A.  At  the  moment,  in  our  contract 

3994  operation  we  have  a  rather  comprehensive  installa¬ 
tion  at  St.  Petersburg,  our  home  base. 

We  also  have  equipment  based  at  Newark  and  are  in 
the  process  of  installing  some  equipment  at  the  city  of 
Teterboro. 
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And  we  have  equipment  at  New  York,  at  Los  Angeles, 
and  some  equipment  in  New  Orleans. 

There  is  also  some  in  Lantana  and  some  in  Miami. 

Q.  Presumably  at  the  start  there  would  be  a  station 
installation  of  that  kind  in  each  area.  A.  Yes,  that  is  cor¬ 
rect  There  would  have  to  be  a  base  of  operations  set  up 
first  in  the  area,  and  then  the  service  would  emanate  from 
that  point. 

•  •  •  •  • 

3997 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Carter: 

•  •  •  •  • 

3999 

•  •  •  •  • 

Q.  But  when  you  begin  to  operate  under  the  certificate 
you  seek,  not  having  any  contracts,  you  won’t  know  in 
advance  of  a  particular  day  where  any  plane  is  going, 
will  you?  A.  Oh,  yes.  Yes,  we  will  be  in  position,  I  am 
sure,  to  allocate  a  certain  number  of  aircraft  to  a  desig¬ 
nated  area. 

Q.  How  about  a  designated  point  in  that  area?  A.  No. 
It  isn’t  likely  that  we  will  even  have  much  advance  notice. 

Q.  Well,  what  freight  you  carry,  you  have  to  pick  up 
at  some  point,  don’t  you?  A.  That  is  right.  And  so  of 
course  we  get  that  knowledge  at  the  time  Space  Control 
allocates. 

Q.  Do  you  anticipate  any  difficulties  in  meeting  the 
demands  which  may  come  from  any  point  in  your  South¬ 
eastern  area  within  a  reasonable  length  of  time,  from  day 
to  day?  A.  No,  sir.  I  recognize  that  there  are 

4000  problems,  but  I  don’t  feel  that  any  of  them  are  in¬ 
surmountable.  In  fact,  I  am  sure  that  we  can  solve 

them  rapidly. 
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Q.  But  with  the  amount  of  equipment  that  you  intend 
to  commence  operating  with,  it  would  be  impossible  for 
you  to  adequately  serve  the  demands  in  all  of  the  areas 
that  you  are  applying  for;  is  that  not  correct?  A.  No, 
that  isn’t  correct.  I  think  the  demand  isn’t  generated  in 
one  day.  It  has  certainly  been  my  experience  in  both  the 
passenger  business  and  air  freight  business  that  in  almost 
every  case  equipment  could  stay  abreast  of  the  public 
demand. 

Q.  You  would  plan  to  start  operating  where  the  demand 
now  exists,  that  you  know  about?  A.  Yes.  Yes,  I  think 
it  would  be  uneconomic  to  operate  an  airplane  just  on  the 
hope  that  there  would  be  traffic  existing. 

t  •  i  •  • 

4001 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Gribbon : 

Q.  It  is  the  present  intention,  is  it  not,  sir,  of  U.  S. 
Airlines  to  have  a  single  operational  base  in  each  area? 
A.  I  am  sorry,  I  didn’t  hear  you. 

Examiner  Radcliffe:  Will  you  read  the  question  back. 

(Thereupon  the  question  was  read  by  the  reporter,  as 
above  recorded.) 

The  Witness:  At  least  one,  yes. 

By  Mr.  Gribbon : 

Q.  Have  you  any  plans  for  more  than  one  operational 
base  in  any  area?  A.  Of  course,  that  will  hinge  entirely 
upon  the  demands  and  the  geographic  locations. 

Q.  At  the  present  time  you  are  limited  to  a  single  base  i 
A.  Yes,  our  initial  thinking. 

Q.  Will  all  of  your  schedules  originate  at  that  base  in 
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each  area?  A.  If  you  mean  by  that  that  the  ship  will 
probably  originate  at  that  base,  or  ultimately  get  to  that 
base,  yes. 

Q.  You  won’t  maintain  standby  equipment,  then,  at  any 
place  other  than  your  operational  base  in  each  area?  A. 
There,  again,  it  depends  largely  on  the  problem  at  hand. 
I  would  think  generally  that  if  we  do  maintain 

4002  any  standby  equipment,  it  will  probably  be  at  the 
operating  base. 

Q.  And  is  it  your  present  plan  as  you  acquire  new 
equipment  to  utilize  all  of  that  equipment  on  your  regular 
schedules?  A.  Yes. 

Q.  So  that  you  will  not  at  any  time  have,  say,  one-third 
of  your  fleet  standing  by  to  serve  these  consolidating 
points?  A.  The  entire  fleet  is  going  to  serve  the  areas. 

Q.  The  entire  fleet  will  be  used  upon  your  schedules,  on 
the  fixed  schedules  which  you  have?  A.  I  am  not  sure 
that  I  follow  what  counsel — 

Q.  My  understanding  is  that  you  do  intend  to  have 
schedules  between  the  areas?  A.  That  is  correct,  yes. 

Q.  And  your  entire  fleet  will  be  used  to  carry  out  those 
schedules?  A.  That  is  correct. 

Q.  Well,  now,  take  this  situation.  Suppose  that  you  have 
not  been  serving  Rockland,  Maine.  There  has  been  no 
traffic  from  Rockland,  Maine.  And  on  a  given  day  you 
receive  a  telephone  call  that  there  are  2,000  pounds  in 
Rockland,  Maine,  that  want  to  be  taken  to  the  north  central 
area.  How  will  you  handle  that  shipment?  A.  Of  course, 
the  entire  system  has  to  be  taken  into  consideration  when 
you  make  a  decision  like  that.  But  for  the  purposes  of  this 
answer,  we  would  dispatch  our  aircraft  out  of  the  operat¬ 
ing  base  at  Newark  or  Teterboro,  or  wherever  it 

4003  happens  to  be,  to  that  point  to  pick  up  that  load. 

Q.  Wouldn’t  all  of  your  aircraft  be  utilized  at 
that  time  running  regular  schedules?  A.  Well,  that  is 
part  of  the  regular  operation. 
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Q.  I  assumed  in  my  question,  as  I  stated  it,  that  Rock¬ 
land  had  not  been  receiving  service.  A.  That  is  right. 
But  if  Rockland  had  not,  point  “X”  had  been. 

Q.  I  see.  So  the  service  to  Rockland  would  be  at  the 
expense  of  some  service  that  you  had  been  rendering 
previously —  A.  Not  necessarily. 

Q.  You  don’t  have  any  extra  equipment  to  put  into  ser¬ 
vice  this  Rockland  shipment,  do  you?  A.  It  isn’t  neces¬ 
sary  to  put  extra  equipment  in. 

Examiner  Cusick:  Do  you  mean  that  you  would  serve 
Rockland,  for  instance,  if  point  “X”  didn’t  have  a  load  ? 

The  Witness :  That  is  correct,  Mr.  Examiner. 

Examiner  Cusick:  Point  “X”  would  be  what  has  been 
called  the  demand  point? 

Mr.  Beitel:  Consolidating  point. 

The  Witness :  Or  sporadic  point,  or  emergency. 

By  Mr.  Gribbon: 

Q.  But  you  couldn’t  serve  both  point  “X”  and  Rockland 
could  you?  A.  It  is  entirely  possible  that  we  could,  yes. 

Q.  And  if  “X”  in  that  case  were  Norfolk —  A.  It  is 
entirely  possible  they  could  both  be  served  the  same  day 
by  the  same  airplane. 

4004  Q.  Would  you  tell  me  how  you  would  route  that 
piece  of  equipment  that  would  originate  in  New 
York,  to  serve  both  Rockland  and  Norfolk,  going  to,  say, 
Cleveland?  A.  Not  taking  into  account  existing  wind  and 
weather  and  all  of  the  existing  circumstances  which  would 
be  existing  at  that  time,  just  for  the  purposes  of  the 
answer,  from  New  York  to  Rockland,  Maine,  to  New  York 
again,  undoubtedly,  to  Norfolk,  to  the  southeastern  area. 

Q.  And  you  would  carry  no  traffic,  local  traffic,  between 
New  York  and  Rockland.  Is  that  true?  A.  That  is  correct, 
yes. 

Q.  You  would  carry  no  local  traffic  between  Rockland 
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and  Norfolk?  A.  It  is  not  our  plan  to  carry  intra-area 
service. 

Q.  And  the  only  revenue  you  would  receive  from  that 
flight  would  be  the  revenue  based  on  the  great  circle 
mileage  between  Rockland  and  Cleveland  and  the  revenue 
based  on  the  great  circle  mileage  between  Norfolk  and 
Cleveland.  A.  It  is  entirely  possible  that  is  true,  using 
the  specific  example  that  you  cite.  However,  it  has  been 
our  experience  that  a  hundred  miles  has  been  ample  allow¬ 
ance  for  that  sort  of  operation  within  these  areas. 

•  •  •  •  • 


4015 

•  •  •  •  • 

Dr.  John  F.  Frederick 

was  called  as  a  witness,  and  having  been  duly  sworn,  was 
examined  and  testified  as  follows : 

Direct  Examination 

By  Mr.  Beitel: 

Q.  Will  you  give  your  name  to  the  reporter,  please? 
A.  John  F.  Frederick. 

Q.  Where  do  you  reside,  Dr.  Frederick?  A.  Takoma 
Park,  Maryland. 

Q.  What  is  your  present  position?  A.  I  am  professor 
of  Transportation  in  the  College  of  Business  and  Public 
Administration,  at  the  University  of  Maryland. 

Q.  Do  you  hold  any  degrees?  A.  Yes.  I  hold  the  degree 
of  B.S.  in  Economics,  M.A.,  and  PH.D.  from  the  Univer¬ 
sity  of  Pennsylvania. 

4016  Q.  Will  you  state  briefly  some  of  your  experience? 
A.  For  14  years  I  served  on  the  faculty  of  the  Whar¬ 
ton  School  at  the  University  of  Pennsylvania.  For  the 
past  8  years  I  have  been  Professor  of  Transportation  and 
Industry  at  the  University  of  Texas. 
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Q.  Have  you  published  any  articles  and  books  on  trans¬ 
portation?  A.  Yes.  I  have  written  extensively  upon  the 
subject  of  transportation,  and  since  1942  I  have  had  pub¬ 
lished  at  least  55  articles  on  the  subject  of  air  freight 
alone  in  various  trade  papers  and  other  journals.  I  am 
the  author  of  six  books  on  various  aspects  of  transporta¬ 
tion  and  distribution,  including  comnierical  air  transporta¬ 
tion,  of  which  a  completely  revised  edition  is  now  available. 

Q.  Have  you  served  as  consultant  on  transportation 
matters?  A.  Yes,  I  have  served  as  a  consultant  for  the 
Attorney  General  for  the  State  of  Texas,  on  transporta¬ 
tion  matters. 

I  am  now  consultant  to  the  House  Committee  on  Inter¬ 
state  and  Foreign  Commerce,  directing  the  national 
transportation  inquiry. 

I  am  consultant  on  business  policies  and  education  with 
the  American  Association  of  Airport  Executives. 

I  am  air  cargo  consultant  on  Distribution  Aids,  which  is 
a  trade  paper  read  very  extensively  by  shippers. 

Q.  What  is  the  nature  of  the  national  transportation 
inquiry  to  which  you  referred?  A.  That  is  an  inquiry 
which  was  originated  back  in  1945  by  a  House  Reso- 
4017  lution  directing  that  the  House  Committee  on  Inter¬ 
state  and  Foreign  Commerce  survey  the  transporta¬ 
tion  situation  as  it  then  existed  and  as  it  might  exist  in 
the  postwar  era  with  the  point  of  view  of  formulating 
national  transportation  policy. 

Q.  U.  S.  Airlines  has  run  out  of  exhibits,  Dr.  Frederick. 
What  is  the  nature  of  your  appearance  here?  A.  I  am 
appearing  for  the  purpose  of  presenting  and  discussing 
certain  fundamental  aspects  of  air  freight  development, 
which  it  is  thought  might  be  helpful  to  the  Examiners  and 
the  Board. 

Q.  And  on  what  is  your  testimony  based?  A.  It  is  based 
on  23  years  of  research  and  experience  in  transportation, 
the  last  15  of  which  have  been  in  the  field  of  air  transporta- 


2096 


Excerpts  from  Testimony  of  John  F.  Frederick 

tion  particularly.  I  have  also  examined  the  exhibits  which 
have  been  filed  in  this  proceeding. 

Q.  You  are  familiar  with  the  character  of  the  applica¬ 
tions  involved  in  the  case?  A.  Yes,  I  am. 

•  •  •  •  • 

4020 

•  •  •  •  • 

Q..  In  your  opinion,  Dr.  Frederick,  what  effect  will  the 
certification  of  U.  S.  Airlines  in  this  proceeding  have  upon 
the  airlines  which  now  hold  certificates  of  public  con¬ 
venience  and  necessity?  A.  I  would  say  it  would  have 
very  little  effect.  The  airlines  of  the  country  have  made 
a  tremendous  growth  to  date  without  the  benefit  of  air 
freight.  There  is  a  mass  transportation  market  in  this 
country  as  far  as  people  go  that  has  hardly  been 

4021  scratched  by  the  presently  certificated  air  lines. 
The  air  lines  have  developed  their  activities  and 

their  thinking  primarily  along  the  line  of  passenger 
transportatin.  Even  the  Air  Transport  Association  of 
America,  in  a  statement  filed  in  connection  with  the 
national  transportation  inquiry,  which  they  made  in  Feb¬ 
ruary  of  this  year,  and  which  they  circulated  very  widely, 
have  made  the  statement,  and  I  quote:  “The  industry 
seeks  to  serve  the  mass  travel  market  of  the  country.” 

Now,  it  appears  to  me  that  there  is  very  little  reason 
to  believe  that  the  air  lines  can’t  continue  their  growth 
and  the  development  of  their  performance  of  the  type  of 
activity  which  they  have  been  carrying  on  whether  or  not 
air  freight  carriers  are  certificated. 

Q.  Dr.  Frederick,  if  U.  S.  Airlines  as  an  independent 
freight  carrier  is  certificated  as  a  result  of  this  proceeding, 
what  in  your  opinion  will  be  the  effect  of  that  certification 
upon  the  air  transportation  industry  generally?  A.  I  be¬ 
lieve  it  will  be  a  big  help  to  it — 

Q.  Why?  A.  — for  any  air  freight  carrier  to  be  cer- 
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tificated.  Because  it  will  help  to  build  up  an  understanding 
of  the  public  in  shipping  by  air,  as  an  accepted  way  of 
doing  business,  as  the  way  it  is  shipped,  and  the  way  it 
is  received.  Not  only  emergency  shipments,  but  day-to- 
day.  And  as  we  increase  business,  as  we  increase  the  use 
of  air  transportation,  it  redounds  to  the  benefit  of  all. 

If  w’e  have,  as  some  of  the  shipping  witnesses 
4022  have  indicated,  a  use  of  contract  air  service,  why 
it  develops  a  use  of  air  express  and  other  types  of  air 
cargo  service.  And  the  shipping  of  freight  by  air  opens 
new  markets  and  opens  up  new  relationships.  And  the 
minute  you  do  that,  what  happens?  You  begin  to  travel 
more  by  air. 

So  I  maintain  that  the  more  we  have  of  this  type  of 
service  the  better  it  will  be  for  all  concerned. 

Q.  If  U.  S.  Airlines  is  certificated  as  a  result  of  this 
proceeding,  do  you  think  that  it  will  increase  the  need  of 
the  presently  certificated  air  lines  for  higher  air  mail 
compensation  payments?  A.  No,  I  don’t  believe  that  it 
will.  As  shown  by  the  United  States  Post  Office  Depart¬ 
ment  Cost  Ascertainment  Report  for  1945,  the  post  office 
revenue  per  piece  of  air  mail  amounted  to  9.27  cents.  The 
apportioned  expenditures  of  the  post  office  department  for 
each  piece  of  air  mail  amounted  to  5.70  cents,  or  an  excess 
of  air  mail  revenues  over  apportioned  air  mail  expendi¬ 
tures  of  3.57  cents. 

Now,  of  course,  since  then  the  air  mail  rate  has  gone 
down.  But  in  the  hearing  on  the  lowered  air  mail  rate 
bill,  the  5  cent  air  mail  rate  bill,  the  Post  Office  Depart¬ 
ment  offered  testimony  that  their  overall  profit  on  air 
mail  would  be  larger  than  it  had  been  before. 

Now,  there  is  another  angle  to  this,  and  that  is  that 
when  the  Civil  Aeronautics  Board  established  rates  of 
mail  pay  for  what  we  refer  to  frequently  as  the  “Big  Four" 
domestic  carriers  at  45  cents  per  ton  mile,  the  Board  held, 
in  Docket  No.  1697,  that  this  45  cent  figure  represents 
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1  what  they  referred  to  as  a  service  rate,  a  rate  that 

4023  was  not  designed  to  meet  the  financial  need — that 
little  four  letter  word  “need” — of  the  individual  car¬ 
riers,  but  rather  it  was  intended  to  cover  the  costs  of  the 
sendee. 

Now,  to  be  sure  they  have,  in  other  instances,  paid  more. 
For  example,  in  Docket  484  the  rate  for  certain  carriers 
was  placed  at  60  cents  per  ton  mile. 

In  my  opinion  the  reservation  of  freight  for  the  pres¬ 
ently  certificated  air  lines  is  no  more  necessary  for  their 
continued  development  and  growth  and  profitable  opera¬ 
tion  than  it  would  be  for  a  bus  company  to  operate  a 
freight  plane  or  for  a  truck  company  to  operate  a  passenger 
plane. 

Q.  From  the  standpoint  of  the  development  of  an  ade¬ 
quate  national  air  transportation  system,  what  would  be 
the  effect  of  reserving  all  air  freight  for  the  certificated 
air  carriers?  A.  Well,  I  feel  on  that,  that  unfortunately 
it  would  retard  its  development. 

We  have  seen,  during  the  last  year  or  so,  a  tremendous 
growth  in  the  contract  carriage  of  air  freight,  far  and 
above  what  I  believe  anybody  envisaged  as  possible  of 
development  in  such  a  short  time. 

Certainly  these  operating  applicants  that  we  have  in 
this  case  have  developed — it  is  a  matter  of  record — have 
developed  air  freight  to  a  greater  extent  than  the  pres¬ 
ently  certificated  carriers  have  done  during  the  same 
time,  or  even  previously. 

The  presently  certificated  carriers’  management  is 
primarily  concentrating,  has  been  primarily  concentrat¬ 
ing,  and  should  primarily  concentrate  on  develop- 

4024  ing  this  tremendous  traffic  potential.  That  is  the 
field  where  they  are  qualified  to  operate,  and  I 

question  whether,  if  they  put  all  the  effort  they  ought  to 
into  the  deveolpment  of  this  passenger  potential,  they 
will  put  the  effort  that  they  should  into  the  development 
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of  air  cargo,  and  I  am  afraid  that  without  putting  that 
effort  into  it,  we  will  find  this  service  which  is  so  neces¬ 
sary  to  many  shippers  and  which  is  becoming  something 
of  tremendous  concern  to  others,  prevented  from  growing 
as  aggressively  and  developing  as  fully  as  it  should. 

Q.  Do  you  think  that  a  better  development  of  air  freight 
can  be  secured  through  the  issuance  of  a  certificate  to 
U.  S.  Airlines,  or  by  a  general  order  relieving  the  company 
from  the  requirement  of  obtaining  a  certificate?  A.  I 
would  say  that  it  certainly  should  have  a  certificate. 

Q.  Why?  A.  Well,  generally  the  issuance  of  a  certifi¬ 
cate  gives  stability.  It  is  a  method  of  regulation  which 
we  are  all  experienced  with  and  which  we  understand. 
This  stability  is  important.  It  encourages  an  operator  to 
invest  his  money  in  providing  the  service  which  he  pre¬ 
tends  to  provide,  and  also  that  lends  the  stamp  of  govern¬ 
mental  approval  and  it  makes  the  concern  seem  to  be  more 
stable  and  more  worthy  of  patronage  by  the  shippers. 

It  would  really  be  tragic  if,  because  of  lack  of  certifica¬ 
tion,  of  lack  of  federal  control  of  the  number  of  carriers 
in  this  new  industry  in  interstate  commerce,  we  had  to 
pass  through  a  period  of  uneconomic  competition 
4025  similar  to  that  which  the  trucking  industry  passed 
through  a  while  back,  because  there  was  not  ade¬ 
quate  regulation. 

Q.  What  is  this  so-called  tragic  period  of  the  motor 
carrier  field  to  which  you  refer?  A.  Well,  roughly  that 
runs  from  the  close  of  the  first  World  War  until  the  pass¬ 
age  of  the  Motor  Car  Carrier  Act  of  1935.  That  was  the 
period  of  very  intense  and  cutthroat  competition.  Rates 
were  cut  unduly  and  the  carriers  became  impoverished 
and  they  couldn’t  give  the  service  they  were  supposed  to 
give,  and  safety  standards  suffered  and  the  general  public 
really  suffered  because  of  it,  and  investors  lost  their 
money,  and  business  in  general  was  certainly  hurt. 

Now,  that  can  be  avoided  for  the  air  freight  carriers 
if  we  begin  issuing  certificates  of  public  convenience  and 
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necessity  to  those  that  are  deemed  fit,  willing  and  able  to 
perform  the  services  which  they  ask  to  serve,  and  thus 
intelligently  limit  others  from  entering  the  field. 

Q.  You  gave  certain  reasons  for  the  desirability  of  the 
certification  of  an  air  freight  carrier.  Do  your  reasons 
for  certification  which  you  gave  apply  with  respect  to 
temporary  certificates!  A.  Certainly.  Provided  a  tem¬ 
porary  certificate  would  run  long  enough  so  that  there 
would  be  several  years  of  actual  operation. 

Q.  In  your  opinion,  Dr.  Frederick,  do  you  think  that  a 
further  period  of  experimentation  is  necessary  before  the 
issuance  of  a  certificate  to  an  independent  air  freight 
carrier?  A.  No,  I  think  there  is  enough  data  to  go 
4026  on  now.  Certainly  this  period  of  intense  develop- 
!  ment  which  we  are  just  hearing  about,  and  which 
we  have  been  able  to  observe  in  the  last  year  or  so  gives 
sufficient  information  to  go  on,  and  perhaps  to  enable  us 
to  avoid  this  terrible  period  through  which  the  motor 
carriers  passed. 

•  •  •  •  • 

4028 

•  •  •  •  • 

By  Mr.  Verner: 

Q.  Do  you  espouse  the  cause  of  U.  S.  Airlines  in  so  far 
as  an  area  service  is  contemplated  by  that  carrier? 

•  •  •  •  • 

The  Witness:  Yes. 

By  Mr.  Verner: 

Q.  Will  you  explain  to  the  Examiner  how  in  your  under¬ 
standing  of  it  such  a  service  would  be  operated  ?  A.  From 
an  operational  point  of  view  I  am  not  capable  of  explain¬ 
ing  it.  But  I  can  give  my  reasons  for  approving  it. 

Q.;  Certainly.  A.  My  reasons  for  approving  an  area, 
rather  than  a  point-to-point  service  for  air  cargo,  is  that 
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I  feel  that  such  a  service  would  give  shippers  a  much  more 
flexible  service  on  planeload  lots  than  they  could  obtain 
otherwise. 

4030 

•  •  •  •  • 

Further  Direct  Examination 
By  Mr.  Beitel : 

Q.  Historically  have  common  carriers  or  contract  car¬ 
riers  carried  most  of  the  freight?  A.  Historically  the 
common  carriers  have  carried  most  of  the  freight 
Q.  Do  you  think  that  the  field  of  air  freight  can  be 
adequately  developed  by  contract  air  freight  carriers? 
A.  No,  not  the  entire  field. 

•  •  •  •  • 

4036 

•  •  •  •  • 

Marvis  Fickett 

*  •  •  •  # 

Direct  Examination 

By  Mr.  Kohlhaas : 

•  •  •  •  « 

4038 

•  •  •  •  • 

Q.  In  view  of  your  experience  since  the  traffic 

4039  potential  exhibits  were  prepared,  do  you  believe 
these  exhibits  to  be  optimistic?  A.  No,  they  are 

not. 

Q.  Would  you  explain  why?  A.  First,  let  me  say  that 
there  is  nothing  colder  than  yesterday’s  estimate  of  poten¬ 
tial  in  the  air  cargo  field.  We  found  out  by  hiring  outside 
consultants  and  using  our  own  research  department  and 
taking  all  the  statistics  into  account  that  we  could  find — 
we  would  get  one  idea  that  a  certain  potential  existed. 
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Then  some  poor  little  salesman,  who  hadn’t  read  all 
these  statistics  would  go  out  and  knock  on  a  few  doors 
and  show  that  our  statistics  were  far  too  conservative. 

Q.  Would  you  give  an  illustration  of  this?  A.  Yes,  sir. 
For  instance,  in  the  field  of  furniture:  When  these  ex¬ 
hibits  were  prepared,  we  couldn’t  see,  frankly,  why  any¬ 
body  would  want  to  ship  furniture  by  air,  except  for  the 
increase  in  speed  over  ground  transportation. 

We  contracted  a  few  furniture  manufacturers  and  they 
told  us  three  reasons  why  they  wanted  to  ship  this  one 
particular  product.  One  of  course  was  the  increase  in 
speed.  The  second  was  the  saving  in  the  cost  of  crating. 
The  third  one  was  greatly  decreased  loss  by  breakage. 

Our  estimates  show  that  at  the  time  these  exhibits  were 
prepared,  we  were  prepared  to  carry  about  25  thousand 
pounds  of  furniture  as  a  test  case.  We  now  have  an  offer 
from  one  manufacturer  in  one  of  the  areas  we  show  in 
these  books  who  wants  us  to  carry  900  thousand 
4040  pounds  of  furniture  per  day. 

Q.  Is  all  this  900  thousand  pounds  to  one  point,  or 
between  two  points,  or  is  it  broken  down,  so  much  to  one 
area  and  so  much  to  another?  A.  It  all  originates  in  one 
of  the  points  we  show  in  our  exhibits,  and  goes  to  nearly 
all  of  the  other  areas. 

Q.  In  approximately  what  amounts  per  day?  A.  30- 
thousand-pound  units  per  day. 

Q.  Have  you  any  other  similar  offers  or  contracts  which 
■would  support  your  estimates  in  different  fields  than  fur¬ 
niture?  A.  Yes,  sir.  First  may  I  point  out  that  this  offer 
of  900  thousand  pounds  of  furniture  per  day  is  at  the 
rate  of  15  cents  per  ton-mile?  In  the  field  of  fish,  we  have 
one  offer  of  36  thousand  pounds  per  day,  Boston-New 
York;  another  of  36  thousand  pounds  per  day,  Portland, 
Maine  to  Newark;  frozen  foods,  200  thousand  pounds  per 
week,  Newark-Boston;  meat,  30  thousand  pounds  per  day, 
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Chicago-Newark;  and  assorted  merchandise,  which  would 
be  drugs,  dry  goods,  dresses,  clothing,  20  thousand  pounds 
per  day,  Newark-Miami  and  seven  thousand  pounds  per 
day,  Los  Angeles-Newark,  14  thousand  pounds  per  day, 
San  Francisco-Newark. 

We  have  a  longer  list,  if  you  want  me  to  read  them. 

Q.  Do  you  have  any  other  major  product,  without  naming 
all  the  points?  A.  We  have  one  called  the — one  to  ship 
160  prefabricated  houses  by  air.  There  is  one  interesting 
point  in  this  offer  of  shipping  prefabricated  houses 
4041  by  air. 

At  the  rate  of  15  cents  per  ton-mile,  we  could 
transport  the  houses  cheaper  than  the  shipper  could  have 
them  sent  by  truck. 

•  •  •  •  • 

4201 

i  •  •  i  • 

Charles  A.  Rheinstrom 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Hale : 

Q.  Will  you  give  your  name  to  the  reporter?  A.  Charles 
A.  Rheinstrom. 

•  •  •  •  • 

4202 

•  •  •  •  • 

Q.  Mr.  Rheinstrom,  will  you  describe  generally  the  na¬ 
ture  of  your  organization,  the  service  it  renders,  and  so 
forth?  A.  I  am  engaged  in  the  aviation  consulting  busi¬ 
ness,  which  is  an  enterprise  I  undertook  beginning  in  June 
of  this  year,  to  provide  a  consulting  service  on  the  various 
phases  of  air  transportation,  including  such  phases  as 
traffic  sales,  public  relations,  operations,  engineering,  and 
so  forth. 
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Q.  Is  Willis  Air  Service  one  of  yonr  clients!  A.  Yes, 
they  are. 

Q.  Will  you  tell  us  something  of  your  experience  in  air 
freight!  A.  For  a  number  of  years,  I  was  head  of  the 
traffic  and  sales  department  of  American  Airlines,  and  in 
that  capacity  I  was  responsible  for  the  development  of  all 
of  the  company’s  revenue,  including  passengers,  mail,  ex¬ 
press,  and  freight;  including  the  last  two  as  cargo. 

The  term  “cargo”,  as  I  use  it,  includes  both  express  and 
freight. 

Q. !  Did  you  have  anything  to  do  with  respect  to  the 
early  development  and  coordination  of  airline  activities 
with  i  Railway  Express  Agency!  A.  Yes.  I  was  one  of 
those  who  negotiated  with  the  Railway  Express  Agency 

originally  for  the  uniform  air  express  agreement  which 

!  is  presently  in  effect.  Prior  to  that,  I  was  active  in 
4203  General  Air  Express,  which  was  a  competitor  of 
Railway  Express  Agency’s  express  service,  and  prior 
to  that  I  had  been  with  a  company  which  was  under  an 
earlier  contract  with  the  Railway  Express  Agency  for  the 
transportation  of  express. 

•  •  •  •  • 

4205 

•  •  •  •  * 

Q.  On  the  basis  of  your  experience  in  the  carriage  of 
air  freight,  what  has  been  your  experience  with  respect 
to  the  nature  and  the  basis  for  development  of  that  busi¬ 
ness!  A.  Well,  as  I  have  studied  air  freight  and  worked 
with  it,  I  have  discovered,  as  perhaps  everyone  else  has, 
that  the  very  essence  of  the  thing  is  the  speed  of  air  trans¬ 
portation. 

It  was  obvious  to  me  that  if  air  freight  service  was  to 
be  successful,  it  must  be  provided  over  long  distances; 
that  as  the  distance  increases,  the  advantage  of  air  freight 
service  over  surface  transportation  becomes  greater;  that 
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it  will  be  more  difficult  to  develop  air  freight  service  over 
short  distances  than  long  ones;  and  that  in  the  first  place 
the  development  will  likely  occur — or  certainly  the  easiest 
place  to  develop  it,  is  on  long  hauls. 

Q.  What  have  you  learned  with  respect  to  the 
4206  types  of  commodities  that  may  move?  A.  Well, 
we  have  learned  that  various  factors  affect  the  sus¬ 
ceptibility  of  a  commodity  to  air  transportation,  includ¬ 
ing  such  factors  as  fragile  nature  of  the  article,  perishabili¬ 
ty,  the  susceptibility  of  a  commodity  to  price  fluctuations, 
the  effect  upon  a  commodity  of  the  comparative  rigidity  of 
surface  transportation,  as  compared  to  the  flexibility  of 
air  transportation,  particularly  in  adjusting  the  trans¬ 
portation  to  new  markets  as  buying  habits  change. 

The  value  of  a  commodity  greatly  affects  its  suscepti¬ 
bility  to  air  transportation. 

Q.  What  about  weight  and  bulk?  A.  Weight  and  bulk 
are  also  factors. 

Q.  Do  you  have  an  opinion  as  to  the  extent  of  the  poten¬ 
tiality  of  air  freight?  A.  I  think  that  there  is  no  known 
limit  to  the  future  of  air  freight.  I  think  that  we  have  al¬ 
ready  been  surprised  at  the  types  of  commodities  which 
are  susceptible  to  transportation  by  air,  and  we  probably 
are  due  for  some  further  surprises. 

I  can  think  of  a  few  unusual  commodities  that  have  been 
shipped  by  air  which  perhaps  few  of  us  suspected  in  the 
beginning,  such  as  race  horses,  cattle  on  the  hoof,  which 
have  been  recently  transported  not  only  in  international 
transportation  but  actually  domestically  in  this  country, 
from  range  to  slaughterhouse  by  air. 

Corpses  have  been  regularly  transported  by  air,  and 
probably  will  continue  to  be.  Household  furniture,  some¬ 
thing  which  few  of  us  suspected  had  an  air  freight 
4207  potential,  has  been  carried. 

Even  candy  has  moved  successfully  by  air,  because  air 
transportation  takes  it  to  its  destination  undamaged,  where- 
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as  the  jolting  of  rail  transportation  sometimes  disturbs 
the  quality  of  the  product 

I  think  even  flowers — as  Willis  has  transported  them — 
are  perhaps  unusual  items  to  go  by  air;  such  as  the 
flowers  which  Willis  has  transported  regularly  and  is  still 
transporting  regularly,  from  the  North  to  the  South. 

Willis  regularly  transports  flowers  from  the  North — 
orchids  and  gardenias  from  Philadelphia  to  Miami  and  re¬ 
turns  with  loads  of  gladioli. 

Even  diapers  travel  by  air. 

Willis  regularly  transports  every  week  a  load  from 
Greensboro,  North  Carolina,  to  New  York. 

Q.  Do  you  have  an  opinion  as  to  whether  the  freight 
potential  is  likely  to  be  a  result  of  development  or  a  pene¬ 
tration  of  the  freight  moving  by  other  forms  of  trans¬ 
portation?  A.  I  think  the  future  of  air  freight  depends 
upon  the  creation  of  its  own  traffic,  and  that  one  can’t 
properly  to  support  air  transportation  and  rail  transporta- 
oi  penetration  of  an  existing  traffic. 

I  don’t  believe  there  is  enough  traffic  existing  today 
properly  measure  the  future  of  air  freight  in  percentages 
lion  and  steamship  transportation  all  at  the  same  time; 
that  air  transportation  is  going  to  create  its  traffic  the 
same  way  that  rail  transportation  and  steamship  trans¬ 
portation  have  created  theirs ;  and  that  if  that  weren’t  true, 
there  wouldn’t  be  any  justification  for  air  transporta- 

4208  tion  in  the  first  place. 

•  •  •  •  • 

4209 

«  •  •  •  » 

Q.  What  have  you  to  say  with  respect  to  the  develop¬ 
ment  of  air  freight  by  those  solely  engaged  in  it,  or  those 
engaged  both  in  passenger-mail  and  express  movement? 
A.  I  think  that  either  the  freight  or  passenger  business 
demands  the  attention  of  an  organization  almost  exclu 
sively  in  order  to  accomplish  its  full  development. 
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I  don’t  mean  that  it  isn’t  possible  for  the  same 

4210  company  to  both,  because  I  believe  that  it  is,  but  I 
believe  that  as  a  practical  matter,  it  would  be  diffi¬ 
cult  for  any  one  company  to  give  the  attention  required 
both  to  freight  transportation  and  to  passenger  transporta¬ 
tion  ;  and  that  it  isn’t  likely  that  either  one  will  be  developed 
as  much  as  it  should  or  as  far  as  it  should  as  rapidly  if 
the  same  organization  is  trying  to  do  both. 

•  *  •  •  • 

Actually  the  development  of  freight  business  and  the 
development  of  the  passenger  business  require  different 
facilities:  different  terminals,  different  ground  facilities 
of  various  kinds,  and  different  sales  problems  present  them- 
selves.  It  requires  a  different  type  of  selling  effort  to  de¬ 
velop  the  air  freight  business  than  to  develop  air 

4211  passenger  business. 

*  •  *  •  • 

4212 

•  •  •  •  • 

In  the  development  of  air  freight  business,  personal 
solicitation  is  much  more  effective  than  it  is  in  the  de¬ 
velopment  of  mass  travel  in  the  passenger  end  of  the 
business.  As  the  passenger  business  develops  in  the  air¬ 
lines,  it  will  become  less  and  less  practical  to  use  sales¬ 
men  in  that  development;  whereas  in  the  development  of  the 
freight  business,  personal  solicitation  will  always  be  effec¬ 
tive  and  individual  salesmen  will  probably  always  control 
a  large  part  of  the  freight  traffic  by  their  own  efforts. 

•  •  •  •  • 

4213 

•  •  •  •  • 

Q.  You  also  mentioned  a  difference  in  terminal  facili¬ 
ties.  Do  you  have  further  comment  on  that?  A.  Yes,  one 
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can’t  successfully  combine  a  freight  and  passenger  ter¬ 
minal.  It  is  done  today  in  the  airline  business,  for  reasons 
of  expediency,  I  guess,  and  because  the  freight  business  is 
such  a  small  part  of  the  total  business  of  the  airlines. 

But  ultimately  the  successful  development  of  the  freight 
business  depends  upon  the  establishment  and  operation  of 
separate  terminals  for  the  handling  of  freight.  By  ter¬ 
minals  I  mean  buildings. 

But  also  it  probably  will  be  practical  in  many  instances 
actually  to  operate  the  greatest  volume  of  freight  service 
from  separate  airports,  such  as  now  is  occurring  in  New 
York,  where  out  of  Teterboro  Airport  there  is  probably 
more  freight  carried  than  from  the  other  airports  serving 
the  metropolitan  area. 

•  •  •  •  • 

Q.  Y~ou  referred  to  the  relative  importance  of  freight 
business  to  the  passenger  airlines.  Do  you  have  any  exhibit 
on  that  question?  A.  Yes,  we  prepared  an  exhibit,  which 
I  think  was  presented  this  morning.  I  believe  it 
4214  is  Exhibit  No.  73. 

•  •  •  •  • 

It  is  readily  apparent  that  air  freight  traffic  has  been 
a  very  small  part  of  the  revenues  of  the  domestic  airlines 
of  the  United  States,  less  than  one  per  cent  for  these 
months  reported. 

I  think  that  clearly  indicates  that  it  isn’t  likely  that 
these  airlines  can  possibly  suffer  any  substantial  diversion 
as  a  result  of  the  certification  of  other  airlines  exclusively 
for  the  transportation  of  freight. 

Q.  What  about  the  future,  as  far  as  the  passenger  air¬ 
lines  are  concerned?  Do  you  have  an  opinion  about  that 
with  respect  to  the  development  of  freight? 

•  •tit 

The  Witness :  Of  course,  I  don’t  know  what  the  airlines 
in  the  future  will  do  with  respect  to  the  development  of 
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freight.  I  do  have  an  opinion,  however,  with  respect  to 
the  likelihood  of  what  may  occur.  It  seems  to  me  that  the 
airlines  today  are  faced  with  very  severe  problems  with  re¬ 
spect  to  their  passenger  business.  It  is  also  obvious,  as  I 
have  pointed  out,  that  the  passenger  business  accounts  for 
the  major  share  of  the  airlines’  revenue.  It  is  only 
4215  sensible,  it  seems  to  me,  that  the  greatest  attention 
should  be  paid  to  passenger  traffic  by  the  airlines.  I 
think  that  they  will  continue  to  pay  the  greatest  attention 
to  the  passenger  business;  that  their  attention  to  the  freight 
end  of  their  business,  while  it  will  grow,  will  be  slow’  in 
growth. 

In  other  words,  the  interest  of  the  passenger-carrying 
lines  in  this  country  in  air  freight  service  has  been  develop¬ 
ing  and  will  continue  to  develop,  at,  I  believe,  a  slow  rate, 
due  to  the  effect  of  the  necessity  which  faces  them:  to 
pay  greatest  attention  and  to  spend  the  greatest  part  of 
their  time  and  effort  for  the  development  and  protection  of 
their  passenger  traffic. 

Q.  To  what  extent  in  your  opinion  is  through,  one-plane 
service  necessary  in  air  freight?  A.  Well,  I  have  given 
a  great  deal  of  testimony  on  the  advantages  as  I  see  them 
of  the  operation  of  through,  one-plane  service  in  air  trans¬ 
portation.  And  I  believe  that  all  of  the  advantages  which 
are  apparent  as  affecting  passenger  transportation  by  air 
are  even  greater  in  freight  transportation. 

A  connecting  passenger,  under  his  own  powrer,  move  from 
one  plane  to  another,  and  usually  without  damage  to  him¬ 
self.  But  a  load  of  freight  has  to  be  moved  by  hand  from 
one  air  craft  to  another  if  a  connection  is  involved;  which 
costs  a  lot  of  money,  and  which  frequently  results  in  dam¬ 
age  to  the  freight,  and  which  certainly  causes  delays  far 
beyond  the  delays  wrhich  would  in  similar  circumstances 
be  the  result  of  passenger  connections. 
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I  think  that  the  future  of  air  freight  development 
4216  depends  in  good  measure  upon  the  through,  one- 
plane  service  which  can  be  provided. 

•  •  •  •  • 

4220 

•  •  •  •  • 

Q.  Is  there  an  unbalance  generally  in  the  flow  of  air 
freight;  that  is,  by  direction?  A.  Yes,  there  is  an  un¬ 
balance  that  has  been  very  obvious,  in  freight  traffic.  Gen¬ 
erally,  freight  traffic  has  been  heavier  from  East  to  West 
and  from  North  to  South  than  in  the  reverse  direction. 

In  surface  transportation  just  exactly  the  opposite 
1  situation  exists,  with  traffic  heavier  from  West  to 

4221  East  and  from  South  to  North  than  in  the  reverse 
directions. 

1  don’t  think  anyone  knows  how  that  condition  will  change 
as  the  years  go  by,  but  it  is  likely  that  the  unbalance,  or  an 
unbalance,  will  continue. 

Perhaps  ultimately,  the  unbalance  in  air  freight  traffic 
will  be  similar  to  the  unbalance  in  surface  traffic,  but  I 
think  that  unbalance  will  always  continue  to  exist  in  some 
places  and  on  some  routes;  that  rates  will  have  to  take 
that  into  consideration;  that  that  situation  will  result  in 
the  establishment  of  directional  rates  in  some  cases  and 
special  rates  for  certain  commodities  which  otherwise 
wouldn’t  move. 

You  can  find  examples  of  that  in  steamship  transporta¬ 
tion,  where  on  many  trips  steamers  sail  in  ballast  with  no 
revenue  traffic  on  board  in  order  to  get  themselves  in  posi¬ 
tion  to  transport  revenue  traffic  in  an  opposite  direction, 
and  where  in  other  cases  steamships  pick  up  traffic  which 
pays  them  very  little  revenue,  but  which  gives  them  the 
balance  and  some  revenue  on  their  return  hauls. 

In  one  direction,  a  steamship  might  carry  a  very  high 
value  cargo,  and  in  the  other  direction  a  cargo  of  very  low 
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value  and  at  an  entirely  different  rate.  And  I  think  that 
that  is  likely  to  occur  also  in  air  transportation. 

•  •  #  *  * 

4226 

•  •  #  •  • 

Q.  Why  did  you  eliminate  your  application  here  to 
specific  cities,  rather  than  designate  a  general  area?  You 
say  that  you  were  serving  an  area  through  these  cities? 
A.  Y"es.  We  were  willing  to  eliminate  our  opportunity  to  de¬ 
velop  traffic  while  at  the  same  time  we  limited  our  obliga¬ 
tion.  We  didn’t  propose  to  serve  an  area  to  the  extent  of 
serving  every  community  in  that  area  directly. 

Thus,  we  denied  ourselves  some  opportunity  to  provide 
service  in  addition  to  that  which  we  propose;  but  we  also 
limited  our  obligation.  We  suspect  that  if  we  had  asked 
for  an  area  without  naming  the  cities  in  that  area,  or  only 
naming  some  of  the  cities  in  that  area,  we  would  have  ac¬ 
cepted  an  obligation  probably  beyond  our  ability  to  dis¬ 
charge. 

Q.  In  other  words,  am  I  correct  in  stating  that  it  is 
anticipated  that  Willis  will  operate  between  designated 
points  with  a  reasonable  degree  of  regularity,  varying  ac¬ 
cording  to  the  demands  of  the  respective  cities?  A.  Yes. 
Willis  proposes  to  provide  a  scheduled  service  between 
the  cities  named,  between  the  groups  of  cities  named,  and 
to  do  so  repeatedly  and  with  regularity. 

Q.  Do  you  think  that  it  is  possible  at  the  present  time 
to  set  an  exact  air  freight  route  structure?  A.  No,  I  don’t 
believe  so. 

Q.  Why?  A.  I  believe  that  no  one  knows  enough  about 
the  air  freight  business  or  the  future  of  the  air  freight 
business  today  properly  to  set  permanently  an  air 

4227  freight  route  pattern  or  service  pattern  in  this  coun¬ 
try.  I  think  the  development  of  the  passenger  routes 

in  this  country  has  proved  how  great  that  difficulty  is  in 
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the  beginning  of  the  development  of  any  type  of  trans¬ 
portation. 

Certainly,  if  it  had  been  possible  and  practicable  to  per¬ 
mit  great  flexibility  and  to  keep  the  passenger  route  pat¬ 
tern  of  this  country  fluid  through  its  early  years,  a  different 
and  better  route  structure  would  have  been  developed  in 
this  country. 

Q.  Linear  route  pattern,  you  are  talking  about?  A. 
Linear  route  pattern. 

Now,  in  the  development  of  the  air  freight  business, 
1  think  it  is  absolutely  essential  in  its  healthy  develop¬ 
ment  for  carriers  such  as  Willis  to  be  certificated  to  ex¬ 
periment,  if  you  please,  for  a  period  of  time  to  provide 
the  experience  which  the  Civil  Aeronautics  Board  will 
need  to  design  a  permanent  air  freight  route  structure  or 
service  pattern  in  this  country. 

I  have  in  mind,  for  example,  that  a  period  of  five  years 
might  suffice  if  the  proper  number  of  exclusive  air  freight 
carriers  were  certificated,  as  proposed  here,  to  gain  that 
experience. 

However,  the  period  of  time  set  in  the  beginning  is 
probably  not  important.  It  could  be  a  different  period  than 
five  years,  I  think.  Because  I  believe  that  if  the  Board 
at  the  end  of  any  period,  say,  decided  that  sufficient  ex¬ 
perience  had  not  been  gained,  that  experimental  period 
would  be  extended. 

•  •  *  •  • 

4241 

•  •  •  •  • 

Q.  Do  you  have  an  opinion  as  to  the  immediate  financial 
results  of  a  pure  air  freight  operation,  such  as  Wil- 

4242  lis  seeks?  A.  Well,  I  think  immediately  the  opera¬ 
tion  probably  will  sustain  a  loss  until  it  gets  into 

full  development.  That  is  to  say,  Willis  proposes  here  to 
operate  12  airplanes,  two  of  them  in  reserve. 
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It  will  take  some  time,  some  months,  for  the  company 
to  perfect  its  organization  and  get  all  of  that  equipment 
into  operation  over  these  routes.  There  will  undoubtedly 
be  a  period  during  which  the  company  will  sustain  a  loss. 
However,  that  period  will  probably  be  much  shorter  a 
period  than  the  period  during  which  the  existing  passenger 
air  lines  of  this  country  suffered  losses  in  the  development 
of  their  business. 

Q.  Would  your  conclusion  be  the  same  were  the  present 
passenger  air  lines  to  engage  in  the  development  of  air 
freight  more  actively,  let’s  say?  A.  Yes,  my  opinion 
would  be  unaffected  bv  that. 

•  #  •  •  • 

Q.  Did  you  make  an  overall  estimate  of  the  air  freight 
traffic  potential?  A.  No,  I  didn’t. 

4243  Q.  Why  didn’t  you?  A.  I  don’t  think  it  is  pos¬ 
sible  to  pick  in  any  given  time,  any  given  year,  the 
amount  of  air  freight  traffic  that  there  will  be.  However, 
I  have  noted  the  predictions  which  have  been  made.  Ameri¬ 
can  Airlines  has  cited  a  number  of  predictions  in  its  Ex¬ 
hibit  15  in  this  case.  Also,  I  understand  that  Mr.  Drew 
testified  for  Slick  to  the  effect  that  there  will  probably 
be  5  billion  ton  miles  in  air  freight  in  this  country  in  1950, 
and  I  believe  that  California  Eastern  predicted  the  pos¬ 
sibility  of  5.6  billion  in  the  same  year. 

Actually  5  billion  ton  miles  is  less  than  1  percent  of  all 
of  the  railroad  traffic  in  the  United  States,  other  than 
passenger. 

The  railroads  carried  6S1  billion  ton  miles,  I  believe,  in 
1945,  in  all  traffic  except  passengers.  Now,  Willis  in  this 
case  proposes  to  operate  a  service  which  will  require  only 
38  million  passenger  miles,  I  mean  ton  miles,  in  19 — what¬ 
ever  the  year  is.  We  don’t  know  what  year  it  will  be.  But 
in  the  first  year  of  operation  Willis  needs  only  38  million 
ton  miles  of  freight,  which  is  only  1  percent  of  1  percent 
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of  the  total  railroad  traffic  other  than  passenger  business 
expressed  in  ton  miles. 

In  other  words,  the  amount  of  traffic  which  Willis  needs 
to  make  its  proposed  operation  successful  is  a  very,  very 
small  fraction  indeed  of  the  total  freight  traffic  moving 
in  this  country  today. 

*  #  #  *  # 


•  •  •  •  • 

Cross  Examination 

By  Mr.  Carter: 

•  •  •  •  • 

4272  Q.  Now,  when  your  flight  that  I  was  talking  about 
i  originates  at  New  York,  your  schedule  there  would 
be  to  the  effect  that  if  the  shippers  brought  in  their  ship¬ 
ments  by  a  certain  time,  you  would  put  it  down  in  Chicago 
by  a  certain  time?  A.  That  is  right. 

Q.  But  the  actual  departure  time  of  the  plane  from  New 
York  might  vary  as  much  as  five  hours?  A.  Yes.  But  if 
you  are  driving  at  what  the  service  would  be  to  and  from 
Detroit,  let  me  explain  it  to  you  this  way:  We  say  to  the 
shipper  in  New  York — “If  you  bring  your  shipment  out 
by  5  o'clock,  it  will  arrive  in  Chicago  by  6  o'clock  a.  m.,  if 
it  is  going  to  Chicago.” 

To  the  fellow  who  wants  the  shipment  to  go  to  Detroit 
we  would  say,  “You  bring  it  out  to  us  at  5  o'clock  and  it 
will  get  to  Detroit  5  o’clock.” 

Q..  But  what  I  am  inquiring  is  as  to  what  you  will  tell 
the  shipper  in  Detroit  A.  “If  you  get  the  shipment  out 
there  by  6  a.  m.,  it  will  be  there  tomorrow  by  7  a.  m.” 

Q.  In  other  words,  it  would  be  overnight  service  from 
Detroit  to  Chicago?  A.  I  just  used  an  example.  That  is 
all.  Don’t  pin  me  down  to  actual  departure  times.  The 
time  w^e  might  tell  the  fellow  in  Detroit  might  be  9  p.  m. 
instead  of  7  p.  m.  But  you  see,  freight  doesn’t  become 
available  in  the  middle  of  the  night.  Freight  becomes 
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available  usually  at  the  end  of  the  business  day,  5  p.  m.  and 
afterwards. 

And  a  shipper  will  find  it  just  as  convenient  to 

4273  bring  his  freight  to  you  by  5  or  6  o’clock  at  night  as 
he  would  at  midnight;  probably  more  convenient, 

because  if  he  is  going  to  run  his  trucks  all  night,  he  has 
to  pay  overtime  and  keep  his  drivers  overtime. 

He  wants  to  get  through  with  his  business  during  the 
business  day  if  he  can. 

So  that  usually  a  freight  service  which  is  held  out  to  the 
public  to  be  available  if  a  person  delivers  freight  to  the 
freight  station  by  6  or  7  o’clock  p.  m.  is  a  very  adequate 
service. 

And  if  it  is,  on  the  other  hand,  delivered  at  destination 
by  6  a.  m.,  for  example,  it  is  early  enough  for  any  purpose. 
A  3  a.  m.  arrival,  except  in  the  case  of  certain  types  of 
produce,  is  of  no  particular  advantage  to  anybody. 

Q.  But  if  you  had  any  intermediate  stops  on  your  sched¬ 
ule,  you  wouldn’t  be  able  to  inform  shippers  at  those 
intermediate  points  within  a  period  of  several  hours  of 
the  time  your  plane  would  arrive  or  depart?  A.  We 
would  be  able  to  advise  the  shippers  and  consignees  at 
what  you  call  intermediate  points  with  exactly  the  same 
accuracy  as  we  would  at  the  so-called  terminal  points. 
There  is  no  difference  at  all. 

Q.  Now,  would  you  have  a  communications  system  set 
up  so  that  you  could  inform  that  plane  while  it  was  in 
flight  whether  or  not  it  should  stop  at  Detroit?  A.  We 
would  have  ground-to-plane  radio,  and  that  is  all  we  would 
need. 

Q.  And  you  would  have  to  have  somebody,  would  you 
not,  at  Detroit,  to  keep  track  of  the  freight  as  it 

4274  came  in,  to  find  out  when  it  got  up  to  two  thousand 
pounds?  A.  Yes,  we  would  have  an  agent  or  a 

trucker  or  an  employee,  or  some  facility  which  would  give 
us  that  information. 
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4282 

#  •  *  •  * 

Bv  Mr.  Beasley: 

•  *  *  •  # 

4283 

•  *  •  •  • 

Q.  Do  you  know  if  any  substantial  amount  of  meat  is 
moving  by  air  today!  A.  I  don't  believe  a  substantial 
amount  is  moving  by  air  today.  There  have  been  some  ex¬ 
periments. 

But  is  like  other  commodities  that  are  not  moving  by  air 
todav  .  It  represents  the  potential. 

Q.  Do  you  know  if  Willis  Air  Service  is  moving  any 
meat!  A.  Willis  Air  Service  has  recently  moved  some 
meat  on  the  hoof  from  Texas  to  New  York,  which  has  been 
sold,  because  of  better  arrival  condition,  at  much  higher 
than  the  going  price  in  New  York  for  similar  livestock. 

•  •  •  •  * 

42S5  Q.  Would  you  expect  that  the  Civil  Aeronautics 
Board  would  certificate  several  carriers  to  serve  exactly 
the  same  cities  that  Willis  seeks  to  serve  here!  A.  I  think 
it  would  be  perfectly  reasonable  for  the  Board  to  do  that. 

Q.  And  do  you  consider  that  in  the  Northeast  area,  for 
example,  there  are  any  cities  that  Willis  hasn’t  requested 
to  serve  that  would  support  an  air  freight  service!  A. 
Yes,  there  probably  are  such  cities. 

Q.  Do  you  think  there  would  be  sufficient  cities  in  the 
Northeast  area,  other  than  those  that  you  have  selected, 
to  support  another  air  freight  carrier!  A.  You  mean 
alone  ! 

Q.  Yes.  One  air  freight  carrier.  A.  You  mean  such 
cities  without  any  other  cities! 

Q.  Cumulatively.  A.  I  think  it  is  possible  to  select  a 
different  group  of  cities  than  Willis  has  in  the  Northeastern 
region  and  find  it  a  group  which  has  potential  for  a  suc¬ 
cessful  air  freight  operation,  yes. 
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Q*  But  if  you  excluded  all  of  the  cities  which  Willis  has 
selected  to  serve,  are  there  enough  cities  remaining  to  sup¬ 
port  another  air  freight  carrier?  A.  Oh,  there  probably 
are,  but  I  think  that  any  air  freight  operator  certificated 
exclusively  to  provide  air  freight  service,  and  who  is  given 
the  obligation  as  well  as  the  opportunity  to  serve  these 
smaller  communities,  such  as  Rockland,  Maine,  which  is  a 
producing  center  for  fish  and  lobsters,  needs  also  the 
4286  right  to  serve  the  larger  cities.  It  has  to  be  a  bal¬ 
anced  operation. 

I  mean,  it  is  inconceivable  to  me,  for  example,  that  a 
freight  service  could  succeed  that  operated  strictly  between 
Rockland  and  Chicago. 

Because  there  wouldn’t  be  enough  coming  back  strictly 
for  Rockland  to  fill  the  airplane.  So  the  carrier  must  have 
the  right,  for  example,  to  bring  a  shipment  from  Chicago 
back  to  Boston,  for  example,  and  then  proceed  to  Rockland 
with  a  load  from  Rockland  to  Chicago. 

Otherwise,  the  operation  wouldn’t  be  economically  feas¬ 
ible.  Do  you  think  a  carrier  could  exist  without  having  the 
right  to  serve  New  York  in  the  Northeast  area?-  A.  Cer¬ 
tainly. 

Q.  And  if  we  were  to  exclude  Boston,  Philadelphia,  Bal¬ 
timore,  Washington  and  New  York,  could  a  carrier  exist? 
A.  He  would  have  a  more  difficult  time,  because  you  are 
picking  out  the  more  important  cities.  When  you  exclude 
New  York,  in  your  example,  you  of  course  do  an  unneces¬ 
sarily  harmful  thing  to  the  development  of  the  business, 
because  New  York,  of  all  cities  in  the  world,  probably,  can 
stand  competitive  air  service,  and  needs  competitive  air 
service. 

Now,  if  the  inclusion  of  New  York  on  one  of  these  freight 
routes  serving  the  Northeastern  section  is  going  to  help  to 
insure  the  success  of  that  operation,  and  therefore  the  suc¬ 
cess  of  a  service  which  is  needed  by  the  public  in  this  coun¬ 
try,  why  exclude  it?  There  is  no  reason  to  exclude  it 

•  •  •  •  • 
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•  *  #  •  # 


By  Mr.  Moye: 

•  *  *  *  * 

4307 

•  •  •  •  • 

Q.  All  right.  Now,  suppose  that  an  air  passenger  sales¬ 
man  should  go  to  call  on  a  given  company  to  try  to  sell  air 
passenger  transportation.  He  has,  shall  we  say,  a  half 
dozen  people  that  he  would  call  on  in  that  company.  Is  that 
correct?  Or  take  any  number.  A.  You  take  the  number. 

Q.  I  took  a  half  a  dozen.  And  after  calling  on  that  half 
dozen,  he  would  not  find  it  hard  to  call  on  one  or  two  other 
persons  in  that  company  and  sell  them  on  air  freight  trans¬ 
portation,  would  he?  A.  He  certainly  would.  You  can’t 
mix  the  two.  I  determined  long  ago  that  the  same  man  can’t 
sell  passenger  transportation  and  freight  transportation 
effectively.  In  American  Airlines  we  divided  the  two 
because  we  had  to,  to  get  effective  results. 

We  had  specialized  men,  specialists,  to  sell  freight  trans¬ 
portation  and  specialists  working  on  passenger  transporta¬ 
tion.  It  wasn’t  practical  to  combine  the  two  in  one  sales¬ 
man. 

Q.  Outside  of  the  larger  cities,  such  as  New  York  and 
Chicago,  Los  Angeles  and  so  forth,  what  type  of  sales  effort 
does  'Willis  expect  to  expend  in  order  to  get  traffic?  A. 
The  same  kind  of  sales  effort  in  the  small  communities  as 
in  the  large  ones.  The  effort  expended  will  depend  upon 
the  potential  of  traffic  that  exists. 

Q.  Now,  since  you  can’t  know’  exactly  when  a  given  sched¬ 
ule  is  going  to  leave  a  given  point  because  of  the  un- 

4308  certainty  as  to  whether  you  have  a  sufficient  volume 
at  a  given  time,  you  could  not  advertise  the  departure 

time  of  your  schedules,  could  you?  A.  Yes,  we  could.  And 
we  would,  but  not  specifically,  as  I  have  stated  before.  We 
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would  advertise  our  service,  but  it  wouldn’t  be  advertised 
as  an  exact  departure  time  for  a  freight  flight. 

Q.  That  is  right.  You  would  advertise  that  you  had  a 
service  available  there,  if  somebody  wished  to  take  it,  is 
that  right?  A.  Yes,  that  is  right. 

Q.  And  that  would  be  for  any  of  the  cities  to  any  of  the 
other  areas,  or  to  any  area  that  you  wanted  to,  you  couldn’t 
say  that  a  certain  schedule  was  going  to  a  certain  city,  would 
you?  A.  We  would  describe  our  service  in  a  given  city  as 
it  existed  in  that  city. 

•  *  *  *  * 

4332 

John  C.  Allen 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Russell: 

Q.  Will  you  state  vour  name,  please?  A.  My  name  is 
John  C.  Allen. 

Q.  What  is  your  business,  Mr.  Allen?  A.  I  am  general 
traffic  manager  of  Sears,  Roebuck  &  Co. 

4333  Q.  Do  you  speak  for  the  general  traffic  policy  of 
Sears,  Roebuck  &  Co.?  A.  I  do. 

Q.  What  has  been  your  business  experience  in  the  field 
of  traffic?  A.  I  have  been  employed  by  Sears  for  approxi¬ 
mately  15  years,  all  of  which  time  has  been  spent  in  trans¬ 
portation.  Previous  to  that  time,  I  was  traffic  manager  of 
Mandel  Brothers,  a  comparatively  large  department  store 
in  Chicago. 

Q.  As  part  of  your  business  experience  have  you  had 
experience  in  the  field  of  trucking?  A.  Yes.  For  a  period 
of  approximately  7  years  I  was  charged  with  the  responsi¬ 
bility  of  handling  all  local  trucking  contracts  that  our  com¬ 
pany  has.  Futhermore,  for  a  period  of  approximately  four 
and  a  half  to  five  years  I  had  the  responsibility  of  develop¬ 
ing  our  own  private  carrier  motor  operation  between  cities. 

That  is  an  operation  that  at  the  present  time  involves 
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about  185  highway  pieces  of  equipment  operating  out  of 
Chicago. 

Q.  Are  part  of  your  duties  as  traffic  manager  the  super¬ 
vision  of  the  air  freight  business  conducted  by  Sears,  Roe¬ 
buck?  A.  That  is  correct 

Q.  What  is  the  purpose  of  your  appearance  here  today? 
A.  I  appear  at  this  hearing  because  my  company  is  in¬ 
tensely  interested  in  air  freight.  We  have  been  interested  in 
it  for  some  time.  We  have  spent  quite  a  bit  of  money 

4334  experimenting  with  it,  and  we  have  drawn  some  con¬ 
clusions  in  conjunction  with  it  which  we  think  are 

extremely  valuable  to  our  company. 

Q.  Do  you  care  to  make  a  statement  concerning  those 
conclusions,  as  it  relates  to  Sears,  Roebuck  &  Co.?  A.  I 
have  jotted  down  a  few  notes  here  which  I  believe  pretty 
completely  represents  the  opinion  of  our  company  on  this 
subject. 

4335  Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

The  Witness:  Successful  merchants  have  always  been 
alert  to  the  advantages  of  faster  transportation  service 
on  their  wares.  The  desire  to  be  the  first  in  the  community 
with  a  ne^w  product  or  a  new  style  or  fashion  has  had  its 
bearing  on  this,  but  of  much  more  primary  importance  has 
been  the  merchant’s  desire  to  obtain  a  faster  turn  of  his 
stock. 

The  faster  a  merchant  has  been  able  to  turn  his  stock, 
the  less  investment  has  been  required  for  his  business 
and  the  less  financial  risk  he  has  been  forced  to  under¬ 
write  in  the  performance  of  his  business. 

However,  he  has  been  compelled  to  measure  these  ad¬ 
vantages  of  faster  transportation  service  against  the 
increased  cost  of  same.  Premium  transportation  on  many 
commodities  would  more  than  offset  the  advantages  he 
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gains  from  faster  service,  resultant  inventory  reduction, 
and  faster  turn  on  his  stock. 

The  merchant  must  weigh  very  carefully  the  advantages 
of  all  these  factors.  The  higher  the  value  per  pound, 
the  greater  the  investment  and  the  greater  the  inventory 
risk,  and  therefore,  the  greater  the  desire  for  faster 
transportation. 

General  business  or  market  conditions  materially  affect 
a  merchant's  actions  in  this  matter.  Thus,  in  1930,  with 
prices  declining  rapidly,  merchants  were  placing  great 
emphasis  on  reducing  or  maintaining  low  inventories 
4336  and  were  anxious  to  buy  the  items  which  they 
could  dispose  of  in  a  hurry.  Fast  transportation 
service  was  of  paramount  importance. 

During  the  last  few  years,  the  situation  has  been  re¬ 
versed.  With  a  rising  market  and  sales  zooming,  manage¬ 
ment's  emphasis  on  faster  transportation  service  has 
diminished.  This  has  been  fortunate  indeed  for  the  in¬ 
dustrial  traffic  manager,  because  the  war  burdens  on  our 
national  transportation  system,  plus  the  unprecedented 
volume  of  products  moving,  have  resulted  in  serious  de¬ 
terioration  in  our  national  transportation  service. 

The  pendulum  has  now  started  to  swing  in  the  other 
direction.  Merchants  are  apprehensive,  extremely  appre¬ 
hensive,  over  future  prices.  Inventories  are  becoming  of 
great  concern,  and  management  is  again  pressing  its 
traffic  representatives  for  faster  transportation  service. 

Merchants  are  definitely  anxious  today  to  reduce  their 
inventory  risk  and  are  looking  for  faster  methods  of 
transportation  as  one  way  of  accomplishing  this. 

But  merchants  must  still  weigh  the  advantages  of  faster 
transportation  against  its  higher  cost.  The  profit  margin 
on  many  commodities  still  demands,  and  will  always  de¬ 
mand,  perpetual  emphasis  on  transportation  cost. 

And  so,  over  a  year  ago  the  management  of  my  company 
directed  its  general  traffic  manager  to  survey  the  possi- 
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bility  of  improving  transportation  service  along  the  lines 
where  inventory  risk  was  the  greatest. 

With  the  tremendous  part  that  air  transportation 
played  in  our  war  effort,  it  was  only  natural  to 

4337  attempt  to  ascertain  the  part  that  air  transportation 
could  play  in  our  effort  to  improve  our  transporta¬ 
tion  service. 

Generally  speaking,  our  merchandise  ranges  in  value 
from  less  than  5  cents  a  pound  to  $40  a  pound.  Our  survey 
has  been  conducted  by  studying  the  highest  valued  items 
first. 

We  are  convinced  from  our  survey  and  from  the  actual 
experiments  conducted  that  it  is  indeed  logical  and  practi¬ 
cal  to  move  the  preponderance  of  our  ready-to-wear  from 
our  New  York  ready-to-wear  headquarters  to  our  distant 
outlets  in  air-freight  service.  When  this  study  was  first 
started,  the  only  air  service  available  to  us  was  air  ex¬ 
press  service. 

A  comparison  of  the  air  express  rates  with  the  passenger 
rates  in  effect  at  the  time  (October  1945)  indicated  that 
the  rates  were  much  higher  on  200  pounds  of  merchandise 
than  on  an  air  passenger  whose  weight  with  baggage,  we 
understand,  was  usually  figured  as  200  pounds. 

In  October  1945,  for  example,  it  cost  $136.05  plus  tax 
to  move  a  passenger  from  New  York  to  Los  Angeles, 
whereas  200  pounds  of  air  express  cost  $173.04  plus  tax. 

We  made  a  number  of  test  shipments  by  air  express, 
but  the  management  of  our  ladies’  ready-to-wear  division 
concluded  that  the  appreciable  additional  transportation 
costs  did  not  warrant  the  continued  regular  use  of  air 
express. 

Our  company  purchased  a  DC-3  airplane  about  this  time 
and  although  it  was  purchased  primarily  for  passenger 
transportation,  we  conducted  a  number  of  experi- 

4338  ments  in  flying  our  own  merchandise.  While  we  con¬ 
cluded  that  we  could  not  use  this  plane  for  passenger 
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transportation  and  for  solid  loads  of  freight,  we  were  also 
convinced  that  our  ready-to-wear  merchandise  could  be 
fiown  from  New  York  to  distant  outlets  at  costs  much  lower 
than  the  prevailing  air  express  rates. 

We  were  first  approached  on  the  air  freight  principle 
as  differentiated  from  air  express  by  a  number  of  inde¬ 
pendent  operators.  After  scanning  the  field  to  the  best 
of  our  ability,  we  elected  to  experiment  with  several  of 
these  in  the  movement  of  our  ready-to-wear  merchandise. 

Since  that  time — early  this  year — we  have  moved, 
through  November  5,  975,190  pounds  of  ladies’  ready-to- 
wear  in  air  freight  service. 

We  have  utilized  the  services  of  National  Skyways 
Freight,  Inc.,  California  Eastern  Airlines,  Slick  Airways, 
Inc.,  Santa  Fe  Skyways,  Willis  Air  Service,  and  U.  S. 
Airlines,  Inc.  Possibly  there  are  some  other  lines  that 
I  am  not  too  well  acquainted  with  the  loads  that  they  have 
actually  handled. 

We  have  concluded  that  it  is  indeed  logical  to  move  all 
our  ready-to-wear  garments  from  New  York  to  the  west 
coast  in  air  freight  service  provided  rates  stay  at  approxi¬ 
mately  present  levels.  We  have  moved  in  excess  of  45,000 
garments — ladies’  garments,  and  I  mean  by  that  coats  or 
dresses — from  New  York  to  Kansas  City  in  this  air  freight 
service. 

This  is  a  movement  from  New  York  manufacturers  to 
our  Kansas  City  mail  order  plant,  from  which  plant  -we 
supply  our  mail  order  customers  in  the  entire 
4339  western  part  of  the  United  States. 

We  have  found  that  this  air  movement  to  Kansas 
City  is  not  valuable  to  us  as  is  the  movement  to  our  retail 
stores,  and  this  is  due  to  the  nature  of  the  mail  order 
business,  where  we  must  anticipate,  to  a  greater  extent, 
to  protect  our  advertising  in  our  semi-annual  catalogs. 

I  might  elaborate  a  bit  on  that  by  pointing  out  that  we 
put  out,  as  you  probably  know,  two  general  catalogs  a 
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year.  Before  those  catalogs  are  printed  we  must  deter¬ 
mine  which  specific  dresses,  or  which  specific  coats  we 
believe  are  going  to  be  the  major  selling  items  in  that 
catalog. 

We  must  also  prophesy  and  attempt  to  determine  how 
many  of  those  coats,  or  how  many  of  those  garments,  we 
are  going  to  sell,  specifically  by  number. 

The  problem,  therefore,  becomes  one  of  having  avail¬ 
able  in  that  mail  order  plant  at  the  time  the  catalog  is 
distributed  to  all  our  customers — we  must  have  or  must 
try  to  have — enough  garments  of  the  numbers  that  we 
think  are  going  to  sell,  to  protect  our  customers,  to  pro¬ 
tect  our  business,  I  should  say,  and  be  able  to  ship  these 
garments  to  the  customers  as  they  order. 

In  spite  of  the  fact  that  there  isn’t  quite  as  much  need 
for  air  freight  in  our  mail  order  business,  in  the  movement 
from  manufacturers  to  our  mail  order  headquarters,  we 
still  feel  that  there  is  a  real  need  for  it,  particularly  with 
our  attempt  to  “fill-in”  orders. 

We  think  a  certain  dress  selling  at  $18.95  is  going  to 
develop  so  many  unit  sales.  Contrary  to  our  best 
4340  expectations  the  dress  is  much  more  popular  than 
wTe  believe  it  will  be,  and  maybe  we  miss  our  guess 
by  50  percent.  We  then  must  exert  every  effort  to  find 
additional  dresses,  get  manufacturers  to  manufacture 
dresses  in  accordance  with  that  specific  item  in  the  catalog, 
and  get  those  dresses  into  Kansas  City  and  get  them  in 
fast. 

I  think  it  is  well  to  remember  that  in  a  mail  order 
business  it  costs  more  to  return  a  customer’s  money  than 
it  does  to  ship  him  the  merchandise. 

We  have,  during  the  last  few  months,  been  moving  all 
of  our-ready-to-wear  fashions  from  New  York  to  Dallas 
via  air-freight,  and  this  is,  too,  considered  to  be  a  regular 
movement.  This  is  retail  business. 

Upon  arrival  in  Dallas,  our  fashions  are  distributed 
by  our  own  motor  trucks  to  all  our  stores  in  Texas. 
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In  our  retail  business  a  high  percentage  of  our  total 
volume  is  derived  on  Saturdays,  and  therefore  our  entire 
merchandising  is  geared  to  have  available  for  Saturday 
selling  the  maximum  amount  of  our  requirements. 

Sales  reports  are  sent  from  our  various  retail  units 
to  our  ready-to-wear  headquarters  in  New  York  at  the 
close  of  Saturday’s  business.  These  reports  are  carefully 
tabulated  and  studied  in  New  York  on  Monday,  and  gar¬ 
ments  are  shipped  as  soon  thereafter  as  possible  so  that 
they  will  be  in  our  stores  for  the  following  Saturday  sell¬ 
ing.  Replenishment  of  our  stocks  for  the  following  Satur¬ 
day’s  business  cannot  be  accomplished  without  air  service. 

In  conjunction  with  the  movement  of  these  ladies’  and 
children’s  dresses  and  coats,  we  have  found  that 
4341  there  is  not  only  an  advantage  in  the  use  of  air 
freight  from  the  standpoint  of  faster  transporta¬ 
tion,  but  we  have  been  able  to  effect  other  economies. 

For  example,  we  have  conducted  extensive  experiments 
on  the  possibility  of  eliminating  the  packing  of  our  coats 
and  dresses,  and  as  a  substitute  resorted  to  moving  these 
garments  on  hangers  in  airplanes.  This  principle,  of 
course,  is  not  new  in  that  motor  truck  operators  have  been 
doing  this  successfully  for  a  number  of  years. 

It  has  been  our  opinion  that  if  the  principle  is  sound  in 
conjunction  with  motor  carrier  operation,  there  is  no  rea¬ 
son  why  it  should  not  be  just  as  sound  for  air  freight 
operation. 

The  non-scheduled  carriers  have  spent  freely  of  their 
time  in  experimenting  with  the  proper  racks  in  conjunc¬ 
tion  with  this  handling.  Packaging  materials  have  been 
difficult  to  obtain  and  dress  cartons  or  boxes  are  pretty 
costly.  The  average  carton  costs  18  cents  apiece,  and  the 
average  weight  of  our  cartons  is  3  pounds. 

Add  to  this  the  cost  of  packing  and  unpacking  and  it 
is  easy  to  understand  how  the  elimination  of  the  packag- 
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ing  operation  would  be  equivalent  to  $3.43  per  hundred¬ 
weight  average  over  a  number  of  flights  on  movements 
from  New  York  to  Chicago,  and  $7.76  per  hundredweight 
average  on  our  movements  from  New  York  to  Los  Angeles. 
Those  figures  are  taken  from  actual  time  and  cost  studies. 

I  might  mention  that  the  cost  of  packing,  only  the 
direct  packing  cost,  was  figured  in  there,  namely,  the 
amount  of  time  that  an  employee  required  to  do  the 
packing.  No  overhead  was  accounted  for  at  all. 

4342  At  the  present  time  we  are  conducting  a  survey 
on  the  possibility  of  materially  changing  our  pack¬ 
ing-,  with  the  resultant  reduced  cost  for  us,  in  conjunction 
with  the  handling  of  other  ladies’  apparel  items.  It  has 
been  our  experience  that  transportation  can  be  accom¬ 
plished  in  air  freight  service  with  much  less  potential 
damage  to  merchandise  than  is  experienced  through  other 
modes  of  transportation. 

But  air  freight’s  potential  value  to  our  company  is  not 
by  any  means  confined  to  ladies’  and  children’s  garments 
and  coats.  We  have  just  learned  first  hand  the  real  poten¬ 
tial  value  of  this  service  in  conjunction  with  our  Christmas 
business. 

Transportation  tie-ups  this  year  raised  havoc  with  the 
movement  of  our  Christmas  merchandise,  but  fortunately, 
through  the  use  of  air  freight  we  were  able  to  offset  many 
of  these  difficulties. 

For  example,  in  previous  years  we  have  been  compelled 
to  instruct  certain  toy  manufacturers  in  the  east  to  auto¬ 
matically  cancel  all  unshipped  orders  as  of  the  middle  of 
November.  However,  with  air  freight  service  this  year 
we  have  been  able  to  move  these  toy  lines  to  California  for 
Christmas  selling  with  shipments  made  as  late  as  Decem¬ 
ber  10.  This  has  been  true  of  many  other  typical  Christmas 
items. 

If  the  principle  of  air  freight  transportation  is  sound 
for  our  ladies’  ready-to-wear  business — and  w'e  think  we 
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have  proven  it  to  be  sound  in  our  case — the  same 

4343  principle  has  its  application  to  numerous  other  lines 
of  merchandise,  and  the  higher  the  value  per  pound, 

the  greater  the  potential  need  for  air  freight  service. 

We  in  our  traffic  organization  at  the  present  time  are 
evaluating  air  freight  from  two  additional  points  of  view : 
namely,  its  possibility  from  the  standpoint  of  improved 
customer  service ;  and  second,  its  potential  from  the  stand¬ 
point  of  reduced  operating  cost. 

Several  months  ago  we  inaugurated  a  so-called  “Tele- 
thrift”  service  from  Kansas  City  to  Denver.  Under  this 
service,  customers  in  Denver  telephone  their  orders  to  a 
phone  unit  in  Denver  rather  than  write  them  out  on  an 
order  blank  and  send  it  by  mail  to  Kansas  City.  These 
customers’  orders  are  teletyped  to  our  mail  order  plant 
at  Kansas  City  and  then  are  shipped  via  air  freight  to 
Denver. 

This  service  has  more  than  doubled  the  transportation 
cost  of  moving  these  shipments  from  Kansas  City  to  Den¬ 
ver,  but  likewise  it  has  materially  improved  service  to  our 
customers,  and  our  business. 

During  the  floods  last  spring  in  Pennsylvania,  we 
rushed  a  planeload  of  pumps  into  this  area.  Only  seven 
hours  elapsed  from  the  time  the  pumps  were  requested 
in  a  telephone  communication  until  they  were  delivered. 

Only  a  few  weeks  ago  we  utilized  air  freight  to  move  a 
large  quantity  of  rubber  boots,  galoshes  and  rubber  foot¬ 
wear  into  the  Colorado  area  on  account  of  unprecedented 
heavy  snows. 

We  also  recently  shipped  the  equivalent  of  three  plane¬ 
loads  of  these  same  commodities  to  California  dur- 

4344  ing  flash  floods.  We  believe  in  doing  this  we  accom¬ 
plished  a  real  service  for  our  customers. 

At  the  present  time  we  are  conducting  a  study  of  the 
warehousing  and  distribution  of  our  repair  parts  for  our 
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electric  refrigerators,  washing  machines,  vacuum  cleaners 
and  stoves,  and  although  this  study  is  far  from  completed, 
it  would  appear  already  that  through  the  medium  of  air 
freight,  we  would  be  able  to  materially  improve  service 
to  our  customers  and  at  the  same  time  reduce  our  overall 
inventory  of  these  parts. 

1  have  made  mention  of  the  possible  use  of  air  freight 
as  a  medium  of  reducing  operating  costs.  Merchants’  cost 
of  doing  business  has  increased  during  the  last  few  years. 
Progressive  companies  are  trying  to  find  ways  and  means 
of  stabilizing  this  trend. 

As  we  approach  more  normal  business,  the  greater  the 
pressure  will  be  to  reduce  the  cost  of  doing  business.  Our 
operating  executives  believe  that  faster  transportation 
may  be  the  means  of  minimizing  the  number  of  warehouse 
stocks. 

Whereas  it  may  be  necessary  today  to  maintain  ten 
separate  warehouse  stocks  of  one  commodity  to  adequately 
sen/ice  our  customers  throughout  the  country,  we  believe 
that  through  the  use  of  air  freight  we  may  be  able  to  re¬ 
duce  these  stocks  and  therefore  reduce  the  cost  of  doing 
business.  This  is  particularly  true  in  conjunction  with 
our  stock  of  repair  parts,  above-mentioned. 

I  might  further  add  that  our  experience  in  handling 
our  ready-to-wear,  our  mail  order  ready-to-wear,  may 
be  of  interest  in  this  connection. 

4345  Originally  we  maintained  in  each  of  our  ten  mail 
order  stocks  a  ready-to-wear  stock  to  take  care  of 
our  mail  order  customers  in  the  area  served  by  the  re¬ 
spective  mail  order  plants.  We  found  it  difficult  to  stay 
in  the  ready-to-wear  business  doing  that.  The  mark-downs 
at  the  end  of  the  year  were  terrific.  We  were  in  a  situa¬ 
tion  where  we  might  have  available  in  Chicago  items  that 
wern’t  selling,  and  yet  down  in  Atlanta,  Georgia  we  would 
be  out  of  stock  in  some  of  the  items  and  sending  money 
back  to  our  customers. 
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As  a  means  of  reducing  this  inventory  our  company 
elected  to  move  all  its  ready-to-wear  stock  to  New  York 
City.  That  was  maintained  in  New  York  City  until  approxi¬ 
mately  four  or  five  years  ago,  when,  because  of  the  much 
poorer  service  that  we  gave  from  New  York  to  points  all 
over  the  United  States,  we  decided  to  establish  a  mail 
order  ready-to-wear  stock  at  Kansas  City  to  take  care  of 
the  entire  western  part  of  the  United  States,  and  another 
ready-to-wear  stock  at  Philadelphia  to  take  care  of  the 
entire  eastern  part  of  the  United  States. 

We  are  now  in  the  midst  of  a  study  to  figure  the  possi¬ 
bility  of  moving  it  all  back  to  New  York  again,  under  the 
theory  that  with  air  freight  we  will  be  able  to  improve 
the  service,  we  will  have  the  lower  inventory,  the  better 
turn  of  the  merchandise,  and  better  service  to  our  cus¬ 
tomers,  also. 

In  our  interest  to  develop  faster  turn-over  of  our  mer¬ 
chandise  and  lower  operating  costs,  we  have  realized 
4346  that  not  only  must  we  develop  faster  means  of 
moving  our  merchandise  but  we  must  also  develop 
faster  means  of  communication,  particularly  within  our 
company. 

Our  company  is  committed  to  a  communication  program 
at  the  present  time  which  will  result  in  increased  communi¬ 
cation  expense  to  us.  It  amounts  to  a  substantial  sum 
per  month. 

This  improved  communication  will  make  it  possible 
for  us  to  transmit  messages  much  faster  from  our  various 
units  to  our  warehouse  stocks  and  from  our  larger  units 
direct  to  our  major  sources  of  supply. 

The  real  value  of  this  improved  communication  within 
our  company,  we  are  told,  is  dependent  to  a  large  degree 
on  the  ability  of  our  traffic  organization  to  develop  faster 
transportation  services.  This  means  that  on  a  number  of 
our  items  which  are  not  comparatively  high  in  value,  we 
will  attempt  to  carry  a  minimum  stock  in  each  store  and 
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mail  order  plant,  but  as  we  sell  these  items,  sales  informa¬ 
tion  will  be  transmitted  almost  instantaneously  through 
our  own  communication  methods,  and  if  air  freight  de¬ 
velops  as  we  hope  it  will,  our  stocks  will  be  replenished 
the  following  day. 

Very  definitely,  it  is  not  an  exaggeration  to  state  that 
our  company  believes  that  air  freight  can  revolutionize 
merchandising.  We  realize  that  the  air  freight  industry 
is  a  new  industry  and  if  it  is  to  develop  on  a  sound  basis, 
its  development,  of  necessity,  must  be  slow.  We  are  indeed 
hopeful  that  by  the  time  we  return  to  normalcy 
4347  in  business,  it  will  have  developed  to  permit  its  ex¬ 
tensive  use. 

We  have  no  quarrel  with  the  scheduled  air  lines.  They 
have  accomplished  for  us  an  outstanding  job  in  passenger 
transportation,  but  we  are  inclined  to  believe  that  prob¬ 
ably  for  very  logical  reasons  their  primary  interest  has 
been  passenger  transportation,  and  that  air  freight  has 
definitely  been  given  secondary  consideration.  The  non- 
scheduled  operators  with  whom  we  have  transacted  the 
greatest  amount  of  air  freight  business  have  convinced  us 
that  their  prime  interest  has  been  air  freight. 

Insofar  as  its  use  in  our  company  is  concerned,  air 
freight  has  been  pioneered  by  these  non-scheduled  opera¬ 
tors.  In  most  cases,  they  have  tried  to  give  us  personal¬ 
ized  air  freight  transportation.  They  have  spent  consider¬ 
able  money  attempting  to  develop  the  proper  kind  of  racks 
to  handle  our  garments  in  airplanes,  and  thus  make  possi¬ 
ble  the  elimination  of  packaging.  In  general,  they  have  been 
much  closer,  in  our  opinion,  to  our  freight  problem. 

We  realize  full  well  the  serious  harm  that  befalls  any 
transportation  industry  that  becomes  involved  in  a  rate 
war,  and  we  know  that  the  rate  wars  which  have  been 
existing  the  last  few  months  have  undoubtedly  served  to 
retard  the  logical  development  of  air  freight. 
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Anxious  as  we  are  to  capitalize  on  faster  transporta¬ 
tion  service  on  our  commodities  where  the  value  per  pound 
runs  very  high,  we  cannot  afford  to  gamble  with  the  whole¬ 
sale  changeover  to  air  freight  unless  the  air  freight  in¬ 
dustry  is  conducted  on  a  sound  and  wholesome  basis. 
4348  I  have  tried  to  point  out  to  you  my  company’s 
interest  in  air  freight.  We  think  it  has  a  much 
greater  potential  than  many  people  realize,  and  possibly 
that  is  why  we  are  just  a  trifle  impatient  as  to  its 
development. 

Today  air  freight  may  not  be  a  major  factor  in  our 
success  as  merchants,  but  tomorrow  it  can,  and  we  believe 
will,  become  a  valuable  asset  in  our  efforts  to  provide  more 
efficient  service  to  our  customers. 

4357 

i  •  •  •  • 


Cross  Examination 

By  Mr.  Meyers: 

*  *  •  •  • 


Q.  But  with  the  shipments  you  have  made,  would  those 
freight  planes  be  adapted  to  shipments  as  passenger 
planes,  along  with  passengers?  A.  Well,  we  tried  to  do 
that  with  our  own  plane.  We  didn’t  have  much  luck  in 
it.  I  don’t  think  it  would  be,  no. 

•  •  #  •  • 

Cross  Examination 
By  Mr.  Miller: 

4358  Q.  Mr.  Allen,  you  mentioned  that  a  carrier  who 
was  not  a  non-scheduled  operator  gave  you  the  low¬ 
est  rate  between  Chicago  and  New  York.  Would  you  mind 
stating  who  that  carrier  is?  A.  Yes.  That  was  American, 
their  contract  division,  a  planeload  proposition,  18,000 
pounds. 
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4362 

#  •  •  •  * 

Charles  F.  Willis,  Jr. 

•  •  •  •  # 

Direct  Examination 
By  Mr.  Hale : 

Q.  Will  you  give  your  full  name  to  the  Reporter, 
please!  A.  Charles  F.  Willis,  Jr. 

•  *  •  •  * 

4391. 

•  •  *  •  • 

Q.  To  what  extent  do  the  trucking  companies  serve  as 
a  means  of  making  air  freight  for  you!  A.  They  have 
been  a  very  good  source  to  us ;  in  our  type  of  operation  we 
have  had  to  be  very  economical  in  lots  of  ways,  one  of  them 
being  personnel.  We  haven’t  had  a  lot  of  salesmen,  and 
we  have  let  other  people  be  salesmen  for  us. 

And  an  example  of  this  is  that  we  have  gone  to  trucking 
companies  and  told  them  what  we  are  doing  and  showed 
them  that  if  they  were  able  to,  in  their  solicitation,  just 
add  the  fact  that  they  had  an  air  freight  service  available, 
they  would  probably  get  more  trucking  business. 

Because  when  the  customer  wanted  stuff  sent  to  the 
airport,  they  could  truck  it.  That  "was  a  very  easy  thing 
to  understand,  and  they  took  it  and  they  liked  it. 

We  have  had  rubber  stamps  made  of  which  we  distribu¬ 
ted  to  these  truckers,  and  we  made  them  agents  of  ours, 
their  fee  being  the  moneys  that  they  receive  for  trucking 
the  freight  out  to  the  airport. 

The  rubber  stamps,  which  they  stamp  their  packages 
with,  no  matter  whether  they  are  air  freight  or  not,  just 
say  “Ship  by  Air — Willis  Air  Service.  Call  your  local 
trucker.” 

So  it  has  provided  us  with  a  good  source  of  revenue  and 
is  an  easy  way  to  get  air  freight. 
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We  follow  up  each  new  customer  that  comes  to  us  that 
way  by  personal  contact,  telling  him  how  his  freight  was 
handled  and  exactly  the  type  of  service  we  have. 

Q.  What  other  solicitation  methods  do  you  have, 

4392  outside  of  the  trucking  firms!  A.  Well,  again, 
through  economy,  which  has  forced  our  hand  a  lot 

of  times,  we  had  to  find  freight  in  a  little  different  way 
than  other  people  did. 

At  one  time,  when  we  were  beginning  operations  in  San 
Juan,  I  thought  it  wouldn’t  hurt  to  go  down  and  talk  to 
a  steamship  company.  We  picked  the  one  that  hasn’t  ap¬ 
plied  for  air  rights,  and  which  is  one  of  the  largest  in  the 
country, — Bull  Steamship  Company. 

We  heard  they  had  tons  of  freight  waiting  on  the  docks 
that  wouldn’t  move.  I  talked  to  Mr.  Light,  who  is  execu¬ 
tive  in  charge  of  operations  of  the  company  and  after  three 
or  four  weeks  of  talking,  we  now  have  that  company,  and 
for  the  past  two  months  we  have  had  them  as  our  agents. 

What  that  means  is  this:  that  they  send  out  what  we 
call  air  freight  bulletins  on  their  letterhead  to  their  cus¬ 
tomers,  telling  each  one  of  their  customers,  who  number 
many  thousands,  that  they  are  able  to  supply  air  freight 
service  “to  the  following  points.” 

For  this  service  and  for  every  pound  of  air  freight  they 
generate  by  this,  they  receive  a  penny  of  the  rate.  All 
we  did  was  add  a  penny  onto  the  rate,  our  present  rate. 

And  from  the  day  that  they  started  with  us,  they  have 
made  money,  and  we  have  gotten  an  awfully  good  friend 
and  source  of  business  by  this  method. 

Q.  Do  you  have  any  salaried  sales  employees  in  New 
York  or  any  of  the  points  that  you  more  regularly  serve? 
A.  We  have  one  sales  employee,  who  is  what  we  term  an 
expeditor,  down  in  San  Juan.  All  he  does  is  con- 

4393  tract  with  the  local  truckman.  He  contracts  with 
local  shippers  and  contacts  them  and  sells  them  on 

air  freight. 
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He  is  similar  to  any  one  of  our  four  sales  forces  who 
do  just  that.  They  move  around  when  we  have  trouble 
somewhere,  and  we  start  getting  light  loads  and  return 
loads,  or  light  loads  in  the  other  direction. 

We  send  these  fellows  out  and  they  stir  up  enough  freight 
and  get  it  started  moving  and  then  return  to  New  York. 
So  actually  we  only  have  one  salaried  sales  employee  in 
the  field. 

•  •  •  •  # 

4449 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Lear : 

•  •  *  •  • 

4455 

•  •  •  •  • 

Q.  What  I  am  getting  at  is  this:  Between  what  points 

have  you  conducted  your  operations,  that  is,  principal 
points?  A.  Well,  I  will  go  down  the  list  and  try  to — 

QJ  I  just  want  a  few.  A.  A  few  of  them  are,  briefly: 
We  had  a  very  good  operation  between  New  York  and 
Chicago,  in  which  we  did  a  lot  of  work  on  the  carriage 
of  dresses  and  style  merchandise  on  hangers,  and  bring¬ 
ing  back  package  freight,  spare  parts,  from  motor  com¬ 
panies,  manufacturers  of  automobiles  in  Detroit  and  Mil¬ 
waukee,  and  steel  machine  parts.  That  was  quite  a  large 
operation  for  us  for  practically  daily. 

We  have  been  engaged  in  four  or  five  trips  a  week  into 
the  southwest  area  on  a  charter  basis,  in  which  we  carried 
varied  merchandise  down  and  we  have  brought  back  two  or 
three  different  types  of  commodities,  one  of  them  being 
cattle  on  the  hoof,  which  came  up  yesterday. 
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4458 

*  *  •  *  # 


Cross  Examination 

By  Mr.  Gribbon: 

•  •  *  #  • 

4473 

•  •  *  •  • 

Q.  You  have  received  considerable  business  through  out¬ 
side  salesmen,  I  presume,  from  this  expense  item  agency 
commissions,  on  your  profit  and  loss  statement,  of  some¬ 
thing  around  $22,000.  Do  you  intend  to — yes,  at  page  22-A, 
agency  commissions,  $22,000  for  the  ten  month  period.  Do 
you  intend  to  continue  to  make  use  of  sources  of  that  kind 
for  the  development  of  business?  A.  Whenever  necessary, 
yes.  We  found  that  these  moneys  that  we  paid  these  people 
for  freight  are  moneys  that  we  add  to  our  rate,  so  it 
doesn’t  affect  us  in  our  operation. 

4474  We  certainly  intend  to  use  agents  like  I  have 
described,  freight  forwarders,  and  other  people  who 

are  truckers  who  have  freight  available. 

Q.  Do  you  have  to  pay  these  truckers  who  drum  up 
business,  some  kind  of  a  fee?  A.  No,  sir.  They  are  paid, 
in  the  most  part — they  get  their  pay  for  the  solicitation  of 
the  freight  from  the  fact  that  they  get  paid  in  transport¬ 
ing  the  freight  to  and  from  the  airport.  In  fact,  Slick  has 
a  trucker  that  does  nothing  but  his  own  work.  That  is  how 
much  revenues  he  can  obtain. 

Q.  To  whom  did  you  pay  this  $22,000?  What  type  of 
people?  A.  Just  like  I  described. 

Q.  Truckers?  A.  No.  Agents  who  are — take  the  Bull 
Steamship  Company,  the  Porto  Rican  Express  Company, 
freight  forwarders  they  all  obtain  agency  fees. 
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4476 

*  •  •  •  • 

Cross  Examination 
By  Mr.  Moye: 

Q.  Mr.  Willis,  you  testified  this  morning,  I  believe,  that 
you  carried  lobsters  a  few  times  out  of  Rockland,  Maine, 
but  that  you  had  to  give  up  that  business  because  you 
couldn’t  get  loads  to  Rockland.  Is  that  correct?  A.  Well, 
sir,  that  is  essentially  correct.  But  I  think  that  with  spend¬ 
ing  enough  time  on  it  and  being  able  to — if  either  the  lob¬ 
sters  i  or  the  company  could  take  the  expense  of  going 
after  that  freight  that  it  could  be  developed. 

Q.  Where  were  those  lobsters  going?  A.  Where  were 
they  going?  Well,  they  went  to  two  places.  They  went 
to  New’  York  and  Chicago.  They  have  moved  from 

4477  that  very  point  to  the  west  coast,  Los  Angeles,  and 
they  have  moved  to  other  points  in  the  midwrestern 

area. 

Q.  You  maintain  your  headquarters  at  New  York,  don’t 
you?  A.  Teterboro,  New  Jersey,  which  is  New’  York. 

Q.  I  mean  you  have  salesmen  working  New  York,  don’t 
you?  A.  That  is  correct. 

Q.  And  if  there  were  business  from  New’  Y’ork  to  Rock¬ 
land  you  would  have  been  able  to  get  it,  wouldn’t  you? 
A.  We  had  business  but  it  wasn’t  business  that  we  w’ere 
able  to  take  care  of  because  our  operation  wasn’t  such 
that  we  could  adjust  it  to  the  business.  The  business  was 
essentially  carrying  the  New  York  Times  to  Boston.  We 
bid  on  that  contract  and  if  we  had  been  large  enough  to 
take  care  of  that  freight  in  the  particular  way  they  de¬ 
sired  we  could  have  taken  it,  but  we  weren’t  able  to  do 
it. 

Q.  That  wras  a  matter  of  the  number  of  planes  that  you 
had,  wasn’t  it,  the  reason  that  you  didn’t  get  the  contract? 
A.  Planes — our  overall  operation  was  such  that  we  couldn’t 
meet  the  rigid  schedule  that  they  wished  to  adhere  to  for 
the  delivery  of  newspapers. 
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Q.  And  Chicago  is  a  big  enough  place  for  you  to  have 
salesmen,  too,  when  you  get  around  to  it,  isn’t  it?  A. 
Chicago  should  have  sales  personnel,  some  organization, 
and  freight  should  be  available  there,  and  it  is  available 
to  carriers  operating  out  of  Chicago. 

4478  Q.  I  mean  even  in  your  normal  growth,  as  you  are 
now  constituted,  you  would  expect  eventually  to  put 

salesmen  into  Chicago,  wouldn’t  you?  A.  Just  as  I  de¬ 
scribed  it,  that  they  would  go  there  and  offer  our  services 
to  the  shippers  and  get  the  schedules  and  frequency  of 
operations  settled  and  then  move  on  to  the  Detroit-Mil- 
waukee — 

Q.  And  you  believe  that  if  there  were  business  from 
Chicago  to  Rockland  that  your  salesmen  would  be  able  to 
get  it,  do  you  not?  A.  From  where? 

Q.  From  Chicago  to  Rockland,  Maine.  A.  Well,  we 
have  never  solicited  business  in  that  direction,  but  I  think 
that  there  very  possibly,  and  I  think  very  probably,  is  a 
considerable  amount  of  freight  moving  to  the  Boston  area 
which  is  close  to  Rockland.  But  as  to  Rockland  specifically, 
I  don’t  thing  that  much  moves  into  Rockland. 

Q.  Regardless  of  the  type  of  operation,  common  car¬ 
rier,  contract  or  whatever  you  may  call  it,  there  just 
wouldn’t  be  much  business  to  Rockland,  would  there?  A. 
To  Rockland  specifically,  no. 

Q.  Now,  the  same  type  of  operation  would  hold  true 
with  respect  to  the  Florida  area,  would  it  not?  By  that  I 
mean  that  you  would  have  no  trouble  with  the  sales  force 
which  you  now  have,  of  getting  any  New  York  to,  say, 
Miami  business,  which  might  be  available.  Is  that  cor¬ 
rect?  A.  We  haven’t  experienced  any  large  difficulty  in 
obtaining  southbound  loads. 

4479  Q.  Now,  referring  to  the  third  paragraph  on  your 
Exhibit  3- A,  I  take  it  it  is  the  trip  from  Miami  to 

New’  York  that  you  are  now  worried  about  in  that  para¬ 
graph,  isn’t  it?  A.  The  third  paragraph? 
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Q.  Yes,  on  3-A,  the  third  full  one.  A.  We  don’t  think 
that  there  will  be  much  trouble  in  obtaining  the  freight 
out  of  the  Florida  area  to  the  northeastern  area,  because 
we  have  had  a  roving  salesman  in  the  Florida  area  for  a 
period  of  months  who  has  talked  to,  1  think,  the  principal 
growers  and  packers  in  Florida,  and  the  volume  down 
there  is  really  large. 

Q.  In  other  words,  you  are  now  successful  in  obtain¬ 
ing  return  loads  from  Florida  to  New  York?  A.  When 
we  need  them,  yes. 

Q.  When  you  need  them,  that  is  right.  Now,  you  have 
found,  as  Mr.  Rheinstrom  testified  yesterday,  have  you 
not,  that  the  potential  customers  for  your  air  freight  busi¬ 
ness  are  relatively  few  in  number  as  compared  with  the 
potential  customers  for  the  passenger  business,  have  you 
not?  A.  I  think  that  is  a  fair  statement. 

Q.  Now,  assuming  that  you  have  an  outbound  load  from 
New  York  to  any  particular  area,  to  any  given  point,  and 
wanted  to  get  a  return  load,  you  would  have  only  a  rela¬ 
tively  few  potential  customers  whom  you  would  have  to 
contact,  would  you  not?  A.  Relatively  few.  But  we  do  not 
intend  to  operate  such  an  operation  as  that. 

44801  Q.  I  am  talking  about  your  present  operation. 
A.  I  am  sorry. 

Q.  What  method  do  you  use  in  contacting  these  poten¬ 
tial  customers  at  present?  Your  roving  salesman?  A. 
Using  specifically  the  area  you  have  indicated  interest  in, 
when  we  first  started  this  flight  that  I  described  a  few 
minutes  ago,  from  the  Philadelphia  area,  from  the  Phila¬ 
delphia  airport,  the  carriage  of  cut  flowers,  hot  house 
flowers  down  the  east  coast,  as  soon  as  that  contract  was 
negotiated  and  our  operation  was  set  up,  tentatively,  we 
informed  our  station  agent  who  is  in  charge  of  our  par¬ 
ticular  operation  in  Florida,  of  our  prospective — or  our 
operation,  and  he  immediately  made  his  contacts  and  calls 
and  obtained  us  some  freight  back. 
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Q.  Now,  it  is  your  opinion,  is  it  not,  that  probably  the 
method  which  you  there  employed  was  the  most  effective 
method  possible  for  obtaining  that  business?  A.  1  think 
that  is  a  fair  question. 

Q.  In  view  of  the  limited  number  of  people  which  he 
had  to  contact,  there  would  have  been  no  point  in  his  ad¬ 
vertising  extensively  in  the  papers  in  that  vicinity,  would 
there?  A.  J  don’t  think  that  advertising  does  very  much 
toward  the  acquisition  of  actual  air  freight.  It  might  do 
something  toward  the  selling  of  the  public  on  the  use  of 
air  freight. 

Q.  By  that  you  mean  institutional  advertising?  A.  Sir? 

Q.  By  that  you  mean  just  telling  the  public  in 
4481  general  of  the  advantages  of  air  freight  rather  than 
advertising  any  particular  schedules?  A.  I  think 
that  schedules — that  they  both  have  something  to  do  with 
the  informing  of  the  public  of  the  service  that  is  now  avail¬ 
able,  or  could  be  available,  when  that  is  possible. 

What  I  mean  to  say  there  is  that  I  don’t  think  that  John 
Smith,  walking  down  the  street,  who  reads  an  ad  in  some 
paper,  is  going  to  rush  over  and  have  a  full  plane-load  of 
freight,  or  a  considerable  amount  of  freight,  whereas  he 
might  be  a  potential  air  passenger. 

Q.  And  you  would  expect  that  general  situation  to  hold 
true  regardless  of  what  area  we  talk  about,  would  you  not, 
that  you  would  have  no  difficulty  in  getting  an  outbound 
load,  and  then  your  problem  would  be  merely  that  of  get¬ 
ting  a  return  load,  and  that  problem  could  be  solved  by 
merely  contacting  two  or  three  potential  shippers  in  the 
area  to  which  the  outbound  load  was  destined?  A.  No, 
sir,  I  don’t  think  it  is  near  as  easy  as  that.  I  really  don’t 

I  think  there  is  a  lot  of  education  that  has  to  be  done  in 
every  area,  and  every  shipper.  We  have  done  an  awful 
lot  of  work  on  that. 

Take,  for  instance,  when  I  was  down  at  this  hearing  in 
Fort  Worth.  I  spent  my  spare  time  in  going  out  and  talk- 
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ing  to  some  cattle  people  who  had  never  shipped,  in  the 
United  States  by  air,  cattle  for  human  consumption.  We 
showed  them  very  pointedly  that  they  could  actually  do 
it  for  almost  the  same  amount  of  money  as  they 
4482  were  now  paying  in  other  expenses  that  didn’t  show 
up  in  the  transportation  expense,  and  then  we  went 
ahead  and  carried  some  of  that  freight. 

Q.  You  were  then  attempting  to  sell  your  present  service 
when  you  were  talking  to  these  people,  were  you  not?  A. 
No,  sir.  We  were  trying — maybe  we  are  not  selfish  enough, 
but  when  we  talk  to  a  shipper  we  try  to  show  him  what  air 
freight  can  do  for  him. 

Q.  That  is  right.  A.  Then  tell  him  what  services  we 
can  provide  today,  which  I  did. 

Q.  That  is  right.  Now,  that  is  the  same  type  of  selling 
which  you  intend  to  do  under  vour  proposed  operation, 
and  the  same  type  of  selling  which  you  think  would  be 
necessary,  is  it  not?  A.  Generally  I  think  that  is  the 
same  type  of  service,  but  under  a  certification — after  be¬ 
ing  certificated,  as  when  we  can  act  as  a  common  carrier, 
we  can  give  a  shipper  a  much  better  service,  and  that  is 
the  reason  we  are  applying  for  a  certificate. 

Q.  Now,  you  have  stated  that  you  have  salesmen  in  the 
New  York  area,  and  they  are  selling  vour  present  service. 
How  do  they  draw  the  line  between  solicitation  for  your 
present  service  and  solicitation  under  a  common  carrier 
service?  A.  I  don’t  understand  that  point.  I  think  it  is  a 
legal  question. 

We  generally  go  to  a  shipper — 

44S3  Mr.  Hale:  Just  a  minute.  The  witness  said  he 
didn’t  understand  the  question. 

Examiner  Cusick:  Can  you  clarify  it? 

By  Mr.  Moye: 

Q.  What  do  your  salesmen  sell  when  they  call  on  a  par¬ 
ticular  customer?  A.  We  would  sell — todav? 
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Q.  Today.  A.  We  sell  today  a  personalized  tailor-made 
service.  We  go  to  a  shipper  and  ask  him  first  to  tell  us 
if  he  ships  anything,  by  any  means  of  transportation.  He  in¬ 
forms  us  whether  he  does  or  not,  and  if  he  does,  and  then 
it  looks  like  it  is  any  amount  to  be  interested  in,  or  that  it  is 
freight,  if  there  is  any  freight  there,  we  then  try  to  show 
him  and  interest  him  in  different  types  of  shipments,  like 
I  think  three  of  us  non-scheduled  carriers  have  done  most 
of  the  work  that  has  been  done  so  far  on  the  shipping  of 
dresses  by  air,  as  was  testified  yesterday.  That  took  a 
long  time. 

In  that  case  we  had  to  show  them  where  they  could 
actually  save  money,  possibly.  And  they  have  found  that 
they  could. 

After  that  has  been  done  and  the  shipper  is  interested 
enough  to  give  you  a  trial  shipment,  or  say  that  he  would 
like  to  try  sending  his  freight  to  such  and  such  a  place, 
the  procedures  that  I  outlined  a  few  minutes  ago  are  gone 
into,  and  a  two-way  operation  is  attempted  to  be  accom¬ 
plished  by  getting  the  freight  coming  the  other  way. 

Q.  Now,  that  same  type  of  selling  could  be  em- 
4484  ployed,  could  it  not,  in  the  other  areas  and  the  other 
cities  besides  New  York,  just  as  effectively,  could  it 
not?  A.  We  do  it  in  the  other  areas  today. 

Q.  Now,  what  further  do  you  think  that  you  will  sell 
if  you  receive  a  certificate? 

Mr.  Hale:  Mr.  Examiner,  I  am  going  to  object  to  this 
line  of  questioning.  Apparently  the  purpose  is  to  have 
this  witness  say  that  he  can  conduct  a  contract  business 
just  the  same  as  he  can  a  common  carrier  and  I  don’t  see 
what  the  materiality  of  it  is  here.  I  will  therefore  have 
to  object. 

I  have  been  wondering  what  it  was,  but  I  am  sure  that 
is  what  it  is. 

Mr.  Moye:  That  is  what  it  is,  but  it  seems  to  me  that 
goes  directly  to  the  need  for  service,  which  is  one  of  the 
questions  in  issue. 
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The  Witness:  I  think  I  can  answer  it — 

Examiner  Cusiek:  Just  a  minute,  please.  There  is  an 
objection  here. 

Mr.  Hale:  There  is  an  objection  on  materiality. 

Examiner  Radcliffe:  It  seems  to  me  that  this  witness 
has  testified  both  as  to  past  and  proposed  operations.  I 
think  he  can  answer  the  question.  The  objection  is  over¬ 
ruled. 

The  Witness:  We  feel  that  the  added  ability  of  the  ac¬ 
quisition  of  the  certificate  would  give  us  in  that  we  would 
be  able  to  give  to  a  shipper  frequent  service  and  sched¬ 
uled  service,  and  that  we  would  be  able  to  have  the  same 
regulations  and  same  substantiality  in  the  eyes  of 
4485  the  public,  as  presently  certificated  carriers  get 
1  under  the  reasons  that  they  have  certificates. 

By  Mr.  Moye: 

Q.  I  realize  that  those  are  the  arguments  which  you 
necessarily  make.  But  I  am  trying  to  confine  to  the  sales 
talk  which  is  made  by  your  salesman  as  he  calls  on  poten¬ 
tial  customers.  I  want  to  know  just  how  his  selling  talk 
will  change.  A.  It  would  change  very  easily  and  quickly 
in  saying  “we  have  frequent  service  between  these  points ; 
would  you  like  to  ship  on  it?” 

These  are  all  the  rigmarole  that  we  do  now,  and  the  ac¬ 
quisition  of  freight  and  trying  to  set  up  a  two-way  opera¬ 
tion,  we  would  put  the  thing — we  would  schedule  the 
thing  and  give  it  the  frequency  which  the  necessity  de¬ 
manded,  and  the  need  of  the  communities  that  we  were  at¬ 
tempting  to  serve  demanded. 

Q.  Well,  he  would  no  longer  be  able  to  tell  the  shipper 
that  we  will  give  you  what  you  call  this  personalized  and 
tailor-made  service,  would  he?  A.  Here  he  certainly 
would.  That  is  the  thing  that  we  have  been  able  to  do, 
the  certificated  lines  have  not  realized  that,  in  my  estima¬ 
tion,  the  need  for  that,  and  that  was  that  we  are  truckers 
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of  the  air,  that  is  all.  We  just  provide  a  freight  service 
and  the  carriage  of  freight. 

We  specialize  our  services,  which  is  what  I  meant  by 
the  “tailor  service,”  to  whatever  the  shippers  needs  are. 
Now,  take  a  shipment  of  lobsters.  They  couldn’t 

4486  have  gone  by  air  if  we  had  not  gone  and  spent  our 
time  and  money  in  the  development  of  a  container 

that  was  used  to  save  and  keep  the  lobster  alive  -while  it 
was  in  the  air. 

•  •  *  •  • 

4487 

•  •  •  •  • 


Cross  Examination 

By  Mr.  Stroud: 

•  •  •  •  • 

4496 

•  •  •  •  • 

Q.  Do  you  anticipate  that  the  air  travel  in  meat  will  be 
seasonal  or  fairly  regular?  A.  I  don’t  want  to  give  any 
clues  away  in  the  work  we  have  been  doing  on  this  meat, 
but  I  think  there  is  tremendous  potential  in  the  carriage 
of  meat  by  air,  both  on  the  hoof  and  cut  up  in  packages. 

•  •  i  •  • 

4510 

•  •  •  •  • 


Further  Cross  Examination 

By  Mr.  Page : 

•  •  •  •  • 

4512 

•  •  •  •  • 

Q.  Inviting  your  attention,  Mr.  Willis,  to  page  8A,  the 
third  paragraph,  you  refer  there  to  the  cooperative  activi- 
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ties  of  the  Independent  Air  Freight  Association,  and  you 
state  that  Willis,  as  members  of  the  Independent  Air 
Freight  Association,  are  active  with  the  other  members 
in  promoting  group  purchasing. 

And  another  factor  is  mentioned  there,  another  activity : 
cooperative  selling  on  uniform  waybills.  With  respect  to 
those  two  points,  group  purchasing  and  cooperative  sell¬ 
ing  and  uniform  waybills,  has  there  been  any  joint  activity 
in  the  form  of  group  purchasing  or  cooperative  selling, 

1  and  if  so,  is  there  any  agreement  to  that  effect! 
4513  A.  Oh,  yes,  sir.  There  is.  We  have  purchased 
equipment  because  of  its  availability  through  gov¬ 
ernment  agencies  as  war  surplus,  sometimes  more  than  our 
immediate  needs.  Because,  as  I  said,  the  cooperation  that 
we  are  enjoying  from  our  other  members  of  the  Indepen¬ 
dent  Air  Freight  Association — we  did  their  servicing  at 
Teterboro. 

And  that  equipment  was  purchased  in  relation  to  this 
equipment  as  a  group  purchase  to  be  used  in  our  services. 

As  for  the  cooperative  selling  and  waybills:  In  every 
meeting  that  we  have  had  of  the  Independent  Air  Freight 
Association,  the  members  of  that  organization  have  con¬ 
stantly  and  always  gone  over  interline  agreements  as  to 
how  to  do  it,  what  methods  to  use,  in  trans-shipping  freight ; 
and  then  actually  done  that. 

We  have  brought  freight  up  from  San  Juan  and  trans¬ 
shipped  it  on  Slick  and  Flying  Tigers,  with  no  trouble  at 
all.  We  haven’t  today  got  a  uniform  waybill,  but  it  won’t 
be  very  long  before  we  do  have  such  a  waybill. 

The  way  that  works  right  now  is  that  they  honor  our 
waybill.  If  we  sell  a  bill  of  goods,  take  some  freight  from 
one  point  to  another,  and  only  carry  it  part  of  the  way, 
they  will  take  our  waybill  and  bill  us  on  the  basis  of  that. 
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4660 

•  *  *  •  • 

C.  Bedell  Monro 
•  •  *  •  • 

Direct  Examination 

By  Mr.  Murchison: 

Q.  Will  you  please  state  your  name  for  the  record  and 
your  position?  A.  C.  Bedell  Monro,  President,  Pennsyl¬ 
vania  Central  Airlines  Corporation. 

•  •  •  •  • 

4661 

•  *  •  •  • 

Q.  Do  you  wish  to  amplify  the  subject  matter  contained 
in  Exhibit  1  as  to  why  PCA,  whom  I  shall  hereafter  refer 
to  as  “Capital  Airlines,”  is  in  this  air  freight  case?  A. 
Yes,  I  do.  Perhaps  not  so  much  to  amplify  as  to  summarize. 

From  our  careful  studies  and  analysis  over  a  period  of 
many  years  preceding  the  war,  we  are  convinced  that  there 
is  almost  an  unlimited  potential  in  the  air  freight  field. 
And  it  is  true  that  our  particular  company  already  has 
its  system  in  the  territory  in  which  are  located  some  of 
the  largest  cities  in  the  country,  those  cities  being  the 
major,  perhaps  the  greatest,  consuming  and  producing 
centers  which,  of  course,  will  determine  the  volume 

4662  of  incoming  and  outgoing  property  of  all  kinds. 

•  •  •  •  • 

Our  present  system  from  the  point  of  view,  however, 
of  the  development  of  air  freight  is  not  in  a,  I  would  say, 
in  a  good  position,  rather  than  an  extremely  poor  position. 
Our  company  is  in  a  poor  position  because  it  is  a  known 
fact  from  all  the  historical  records  that  can  be  secured 
that  the  largest  volume  of  air  freight  is  of  a  long  haul 
nature,  and  our  system,  the  Capital  Airlines  system,  is 
essentially  entirely  a  short  haul  system. 

•  •  •  •  i 
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Q.  Would  the  same  thing  apply  to  our  effort  to  carry  air 
mail  as  well  as  air  cargo?  A.  I  should  have  used  the  word 
“air  cargo”  meaning  air  freight,  air  mail,  and  air  express, 
embracing,  you  might  say,  the  three  types  of  freight,  as 
we  term  it. 

4667 

•  •  •  •  • 

You  might  summarize  that  by  saying,  that  although 
our  certificate  calls  for  the  carrying  of  mail,  passengers 
and  property,  that  the  word  “property”  is  merely — means 
nothing  because  we  are  unable  under  present  limitations 
of  our  system  really  to  make  that  word  property  signifi¬ 
cant  in  so  far  as  our  revenues  are  concerned. 

•  •  •  •  • 

4681 

•  •  •  •  • 


Cross  Examination 

By  Mr.  Morris: 

•  •  •  •  • 

4685 

•  •  •  *  * 

Q.  Are  there  any  figures  in  your  exhibits  which  show 
that  you  could  operate  at  a  profit  or  break  even  basis 
without  mail?  A.  Mr.  Morris,  on  Exhibit  2,  page  1,  we 
have  shown  at  the  bottom  of  the  p$ge  that  with  an  average 
pay  load  of  7  tons  per  plane,  which  is  60  percent  load 
factor,  the  revenue  miles  as  indicated,  there  will  be  some 
138  revenue  ton  miles  over  the  four  routes  for  which  we 
have  applied. 

We  believe  those  figures  are  so  conservative  in  view 
of  the  huge  potential  of  air  freight  generally,  that  if  you 
deducted  the  mail  figures,  that  still  those  particular  figures 
would  be  substantially  exceeded. 
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4686  That  is  our  considered  judgment  after  a  most 
careful  analysis. 

Q.  Can  you  point  to  any  figure  in  the  exhibits  which 
support,  specifically,  your  statement  just  made  forget¬ 
ting  the  mail  figures?  A.  We  have  in  subsequent  exhibits, 
to  which  Mr.  Glass  will  testify,  shown  what  we  believe  is 
a  potential  of  billions  of  ton  miles,  and  we  have  taken 
the  judgment  figure  of  an  amount  to  break  even,  and  we 
think  that  judgment  figure  is  so  conservative  that  that  will 

be  substantially  exceeded,  mail  excluded,  in  fact. 

•  •  •  •  • 


Cross  Examination 

By  Mr.  Pratt: 

•  •  •  •  • 

4693 

•  •  •  •  • 

Q.  Well,  in  substance  then,  if  you  charged  12  cents  a 
ton  mile  on  route  A,  you  would  charge  12  cents  a  ton  mile 
on  any  of  the  routes  you  operate  at  the  present  time?  A. 
Where  that  tariff  -was  applicable,  naturally. 

Q.  Now’,  if  that  is  the  case,  Mr.  Monro,  would  not  the 
effect  of  say  a  12  cents  a  ton  mile  rate  on  your  present 
routes  make  it  even  more  expensive  than  the  operation  of 
your  present  air  express  service?  A.  No. 

Q.  Why  not?  A.  Contrary  to  that,  because  the  volume 
that  can  be  developed  on  the  short  haul  present  routes  is 
negligible  compared  with  the  huge  potential  that  can  be 
built  up  and  is  there  on  long  haul  service. 

So,  taking  the  overall  picture,  the  gross  revenues  would 
be  vastly  greater.  I  mean,  the  present  revenues  would  be 
insignificant  in  comparison. 
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4827 

•  •  •  •  * 

Fred  M.  Glass 
•  *  •  *  • 


Direct  Examination 

*  •  *  •  • 

By  Mr.  Murchison : 

Q.  Will  you  please  give  your  name  and  official  position 
with  Capital  Airlines?  A.  Fred  M.  Glass,  vice  president, 
traffic  and  sales. 

•  *  •  •  • 

4833 

•  •  *  •  • 

To  summarize  these  remarks:  I  am  of  the  opinion  that 
this  entire  matter  should  be  considered  on  the  basis  of 
a  conclusion  that  a  tremendous  future  exists  in  the  air 
transportation  of  property;  that  the  potential  is  of  suffi¬ 
cient.  degree  to  justify  certification  of  additional  routes; 
but  at  the  same  time,  with  such  certification  go  the  respon¬ 
sibilities  of  a  certificate  of  convenience  and  necessity,  and 
such  certification  should  be  done  with  full  considera- 

4834  tion  of  the  existing  transportation  system  of  the 
i  United  States  and  the  economic  factors  that  of  neces¬ 
sity  underly  any  nationwide  transportation  system;  and 
the  consideration  to  have  the  greatest  weight  in  all  of  this 
is  the  public  interest,  as  required  by  the  Civil  Aeronau¬ 
tics  Act  of  1938. 

•  •  •  •  • 

4841 

•  •  •  •  i 

We  anticipate  that  the  percentage  of  gross  revenues  that 
will  be  realized  from  mail,  from  express,  and  from  freight, 
will '  increase  substantially.  In  my  opinion,  that  has  to 
occur,  because  as  long  as  the  air  transport  industry  has 
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its  economic  foundation  on  such  a  volatile  traffic  as  pas¬ 
sengers,  the  industry  will  not  be  able  to  weather 
4842  a  period  of  economic  depression,  where  historically 
luxury  passenger  business  has  been  one  of  the  first 
commodities  to  be  hit. 

And  looking  for  historic  support  of  that  statement,  you 
have  to  look  no  further  back  than  the  comparison  of  Pull¬ 
man  passengers,  and  indeed,  chair  car  passengers,  carried 
by  the  railroads  in  the  depression  in  the  early  30’s  as  com¬ 
pared  with  those  carried  in  the  late  20’s. 

This  all  leads  up  to  a  point  where  the  air  transporta¬ 
tion  industry  of  the  country  must  in  my  opinion  have  a 
balanced  economy,  where  it  can  rely  upon  revenue  from 
passenger  source,  from  express  source,  from  mail,  if  we 
are  indeed  to  have  a  sound  transportation  system  from  an 
economic  standpoint. 

*  #  #  #  # 


4865 

*  #  *  •  # 

Q.  Mr.  Glass,  you  have  already  made  reference  to  the 
rate  schedules  which  have  been  filed.  Would  you 

4866  care  to  express  any  opinion  at  all  as  to  the  rates 
to  be  charged  for  air  freight  in  the  reasonably  near 

future?  A.  As  I  previously  stated,  Mr.  Murchison,  the 
establishment  of  rates  in  air  freight  is  nothing  more  than 
an  arithmetical  application  of  payload  to  operating  cost. 
The  lowering  of  rates  is  going  to  advance  just  as  fast  as 
the  technical  advancement  in  this  industry  permits.  Right 
now’,  we  have  nothing  on  the  horizon  for  the  proper 
transportation  of  freight  except  types  of  equipment  which 
in  my  opinion  will  require  minimum  rates  to  be  in  the 
neighborhood  of  13  to  14  to  15  cents  a  ton-mile,  in  order 
for  the  operation  to  be  on  a  sound  economic  basis.  That, 
as  I  stated,  is  for  the  present.  As  we  get  more  efficient 
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aircraft  in  the  future  will  permit  us  to  carry  air  freight 
at  a  lower  ton-mile  cost,  that  rate  can  come  down. 

*  •  #  *  * 

4869 

•  #  *  •  • 

Q.  Do  you  have  any  other  comments  to  make  relative 
to  the  exhibits  you  are  sponsoring?  A.  None  other  than 
I  think  perhaps  it  would  be  well  to  summarize  in  the 
interests  of  clarity  the  considerations  embraced  by  the 
issues  in  this  case  as  I  see  them. 

As  I  have  stated  we  are  considering  here  the  certifi¬ 
cation  of  one  or  more  applicants  for  certificates  of  con¬ 
venience  and  necessity  permitting  the  air  transportation 
of  property  between  various  distant  domestic  points,  and 
the  provision  of  service  to  intermediate  points  on  such 
routes. 

The  obligation  imposed  by  such  a  certificate  with  cor¬ 
porate  traffic  and  operating  problems  which  will  inevitably 
ensue  will  result  in  any  so  called  non  certificated  carrier 
occupying  the  same  relative  position  as  the  now  certificated 
carriers  in  the  event  of  success  of  one  or  more  of  these 
carriers  in  this  or  any  other  proceeding. 

Therefore,  in  my  opinion  the  choice  is  narrowed  to  a 
determination  of  whether  a  carrier  should  be  certificated, 
and  if  so,  as  to  the  selection  of  the  carrier,  which  selec¬ 
tion  is  best  dictated  by  considerations  of  public  interest. 

Such  in  my  opinion  leads  to  the  conclusion  that  a 
carrier  should  be  selected,  and  that  Capital  Airlines  should 
be  the  first  choice  for  a  number  of  reasons. 

First,  as  to  potential.  The  movement  of  property 

4870  by  air  over  the  domestic  airlines  structure  of  the 
United  States  will  in  my  opinion  some  day  equal 

the  passenger  business.  As  I  have  stated  in  my  opinion 
it  must  equal  or  at  least  constitute  a  substantial  part 
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thereof,  in  order  for  the  air  transportation  industry  to 
be  sound. 

A  clear  support  of  this  terrific  volume  which  is  available 
and  which  can  be  produced  by  the  certificated  carriers 
is  found  in  the  mathematical  application  of  passenger 
loads  which  we  have  carried. 

Take  for  example  in  1945,  the  airlines  carried  approxi¬ 
mately  five  billion  passenger  miles.  I  have  already  pointed 
out  that  over  a  billion  ton  miles  of  long  haul  mail, 
1,300,000,000  of  long  haul  rail  express,  6,400,000,000  of 
long  haul  LCL,  3,000,000,000  freight  forwarder,  traffic, 
5,200,000,000  of  truck  traffic,  and  466,000,000,000  of  car 
load  rail  freight. 

Only  a  small  penetration  of  such  tremendous  volume 
would  give  enough  freight  business  to  not  only  equal 
but  far  outrank  the  passenger  business  even  if  we  allow 
for  the  continued  growth  of  the  passenger  business  as 
anticipated. 

Secondly,  because  Capital  Airlines  is  currently  cer¬ 
tificated  to  the  principal  traffic  producing  territories  of 
the  east  which  would  be  the  natural  source  of  the  very 
substantial  movement  of  property  by  air,  if  connected 
with  the  cities  embraced  in  the  various  routes  for  which 
application  has  herein  been  made. 

•  *  *  •  * 

4991 

*  *  •  •  # 

E.  L.  G.  Grabbenstatter 

*  *  •  •  * 

Direct  Examination 
By  Mr.  Beasley: 
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4996 

•  •  •  •  • 

We  believe  that  the  route-type  proposal  in  itself  has 
sufficient  flexibility,  which  is  required  in  our  cargo  opera¬ 
tions.  By  flexibility,  I  mean  we  must  accommodate  our¬ 
selves  to,  say,  the  rotation  of  seasons  of  crops,  and  we  can¬ 
not  afford  to  stop  at  intermediate  points  in  the  absence  of 
cargo. 

•  *  *  •  * 

5243 

•  •  •  •  • 

F.  L.  Thomsen 

Direct  testimony  of  F.  L.  Thomsen 

Qj  Dr.  Thomsen,  please  state  your  official  position  and 
address.  A.  I  am  Head  of  the  Division  of  Marketing  and 
Transportation  Research  of  the  Bureau  of  Agricultural 
Economics,  U.  S.  Department  of  Agriculture,  Washington 
25,  D.  C. 

Q.  Will  you  state  briefly  for  the  record  your  education 
and  practical  experience?  A.  I  received  my  Ph.D.  degree 
from  the  University  of  Wisconsin,  majoring  in  marketing, 
and  have  had  22  years’  experience  in  the  general 

5244  field  of  marketing  and  transportation  research. 

Part  of  this  was  with  the  University  of  Missouri, 
and  part  with  the  Bureau  of  Agricultural  Economics. 
During  this  time  I  have  been  the  author  of  a  large  number 
of  research  reports  and  articles  dealing  with  these  sub¬ 
jects. 

Q.  Dr.  Thomsen,  did  you  hold  your  present  position  as 
Head  of  the  Division  of  Marketing  and  Transportation 
Research  during  the  time  that  the  studies  identified  as  “Air 
Transport  of  Agricultural  Perishables”,  Miscl.  Publication 
585,  i  U.  S.  Department  of  Agriculture,  and  “Florida’s  Pro¬ 
duction  of  Agricultural  Perishables  in  Relation  to  the  De¬ 
velopment  of  Air  Freight”  were  prepared?  A.  Yes. 

Q.  Are  you  prepared  generally  to  answer  any  questions 
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which  the  parties  may  have  as  to  these  two  publications 
which  have  been  stipulated  in  the  record?  A.  I  am  not,  of 
course,  familiar  with  all  of  the  details  presented  in  these 
publications,  but  will  be  glad  to  attempt  to  answer  any 
questions  regarding  the  general  conclusions  and  principal 
facts  on  which  they  are  based. 

Q.  The  Bureau  of  Agricultural  Economics  has  conducted 
rather  extensive  studies  in  the  field  of  air  transport  of 
agricultural  commodities.  What  has  been  your  relation  to 
these  studies  ?  A.  As  head  of  the  Division  which  has  car¬ 
ried  on  this  research,  I  have  been  responsible  for  the  in¬ 
itiation  and  general  supervision  of  this  research  for  ar¬ 
rangements  with  cooperating  agencies  such  as  the  Edward 
S.  Evans  Transportation  Research,  for  helping  to 
5245  plan  the  projects  and  for  passing  on  the  results. 

Such  success  as  has  attended  our  efforts  is  due 
largely  to  Colonel  L.  H.  Brittin,  who  has  acted  as  collabor¬ 
ator  with  the  Department  in  this  research;  Dr.  R.  W. 
Hoecker,  who  has  been  in  immediate  charge  of  the  work 
for  the  Division;  and  others  who  have  participated. 

I  wish  to  go  on  record  as  not  posing  as  an  authority  on 
the  technical  aspects  of  air  transportation  and  its  regula¬ 
tion.  I  am  primarily  a  marketing  specialist,  and  view  air 
transportation  mostly  from  the  standpoint  of  howT  it  can 
help  to  do  a  better  job  of  marketing  the  farmers’  products. 

Q.  In  what  way  is  the  farmer  interested  in  air  freight? 
A.  Air  freight  can  be  of  assistance  to  producers  in  many 
sections  of  the  country  in  expanding  market  outlets. 

In  the  first  place,  speedy  transportation  can  make  it 
possible  to  reach  northern  and  eastern  markets  with  highly 
perishable  products  produced  at  distant  points  and  which 
otherwise  would  have  to  be  processed  or  sold  locally. 

In  the  second  place,  quick  air  transportation  may  make 
it  possible  to  market  products  of  superior  quality,  such  as 
vine — or  tree-ripened  fruits  and  vegetables  having  a  higher 
nutritional  content  and  thus  worth  more  to  consumers. 
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Eventually,  also,  air  transport  may  contribute  to  lower- 
marketing  costs  for  some  commodities  produced  in  some 
sections,  either  directly  by  offering  lower  rates  than  for 
comparable  land  transportation  or  indirectly  by  stimu¬ 
lating  improvement  of  competitive  transportation 

5246  services. 

Q.  Would  the  consumers  of  agricultural  perish¬ 
ables  also  be  benefited  by  air  freight  operations?  A.  Yes, 
because  of  the  superior  nutritional  qualities  of  produce 
harvested  at  the  correct  stage  of  maturity  and  brought  to 
the  consumer’s  table  with  the  least  amount  of  handling  and 
time  in  transit. 

.Air  transport  also  should  offer  the  consumer  a  wider 
seasonal  variety  of  foods,  and  eventually  the  consumer 
should  share  with  the  farmer  any  cost  reductions  which 
may  be  brought  about  as  a  result  of  air  transport. 

Q.  Have  you  followed  the  general  problem  posed  in  this 
air  freight  case,  and  some  of  the  major  questions  which 
arise  in  connection  with  the  regulation  of  air  freight 
carriers?  A.  Yes,  in  view  of  our  work  on  air  transporta¬ 
tion  I  have  naturally  been  very  much  interested  in  these 
developments,  although  I  wish  to  reiterate  that  I  have  not 
made  any  detailed  study  of  regulatory  problems  and  do 
not  qualify  in  any  way  as  an  authority  on  legal  aspects  of 
air  transport  and  its  regulation. 

That  is  a  matter  for  the  lawyers,  although  I  believe  that 
a  marketing  economist  can  throw  a  great  deal  of  light  on 
these  problems  from  the  standpoint  of  what  effects  dif¬ 
ferent  alternative  programs  of  regulation  might  have  on 
the  marketing  of  agricultural  commodities  in  relation  to 
producers’  and  consumers’  needs. 

Q.  What  is  your  general  opinion  of  the  effects  which  the 
specialized  air  freight  carriers  have  had  on  the  trans- 

5247  portation  of  agricultural  commodities?  A.  It  is  my 
opinion  that  these  carriers  have  had  a  profound 

effect  on  the  development  of  air  freight.  I  am  convinced 
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that  if  these  specialized  air  freight  carriers  had  not  been  in 
existence  during  the  past  year  or  more  the  reduction  in  air 
freight  rates  which  has  occurred  would  have  been  much 
less,  the  volume  of  air  freight  handled  would  have  been  of 
minor  proportions,  and  we  would  not  have  explored  air 
cargo  potentials  to  nearly  the  extent  which  has  been  done. 

In  particular,  I  believe  that  the  air  transport  of  agricul¬ 
tural  commodities  would  have  been  very  much  retarded, 
because  the  ordinary  cargo  operations  of  the  regular  air 
lines  were  not  sufficiently  flexible  to  meet  the  needs  of 
agricultural  shippers. 

These  specialized  air  freight  carriers  have  furnished  a 
degree  of  competition  in  the  field  which  at  some  time  may 
have  been  unhealthy  for  some  of  the  carriers  themselves, 
but  they  have  been  distinctly  beneficial  in  the  development 
of  air  transportation  of  agricultural  products. 

In  short,  I  believe  these  operations  have  given  a  great 
impetus  to  the  development  of  air  freight,  and  I  naturally 
take  pride  in  the  part  which  the  research  conducted  by  my 
Division  has  had  in  this  development. 

Q.  I  gather  that  you  believe  that  an  abundance  of  com¬ 
petition  in  air  freight  operations  has  a  healthy  effect,  at 
least  from  the  standpoint  of  agricultural  shippers?  A. 
Yes,  I  certainly  do,  and  I  sincerely  hope  that  whatever 
action  is  taken  with  respect  to  the  regulation  of  air 
5248  freight  carriers  will  not  seriously  impair  the  com¬ 
petition  which  is  so  desirable  in  developing  a  new 
industry  along  paths  which  must  be  explored  by  operators 
having  enthusiasm,  initiative,  and  the  opportunity  for 
great  gains  as  well  as  the  willingness  to  shoulder  risk  of 
serious  losses. 

We  have  only  begun  to  tap  the  possibilities  of  air  freight, 
and  in  my  opinion  agriculture  certainly  has  a  definite 
stake  in  the  situation,  and  wants  the  air  freight  carriers  to 
be  so  regulated  that  there  will  be  plenty  of  competition  for 
the  potential  business  to  be  developed.  Above  all,  these 
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operations  should  be  so  conducted  as  to  maintain  maximum 
flexibility. 

Q.  Just  what  do  you  mean  by  that  word,  “flexibility”,  Dr. 
Thomsen?  A.  The  flow  of  the  agricultural  products  to 
market  is  not  a  steady  one  from  point  to  point  and  from 
time  to  time,  or  as  among  different  products. 

Agricultural  production  and  marketing,  and  the  con¬ 
sumption  of  food  products,  are  highly  seasonal  and  ir¬ 
regular. 

They  jump  about  from  one  month  to  another  and  from 
one  geographic  point  to  another  and  from  one  product  to 
another.  Unless  the  operations  of  air  freight  carriers  are 
adjusted  to  these  varying  needs,  through  a  highly  flexible 
operational  setup,  the  needs  of  agricultural  shippers  will 
not  be  met  and  consumers  will  not  receive  the  benefit  of 
adequate  air  transportation  service. 

•  *  #  •  * 

5249 

•  «  *  •  * 

Q.  Dr.  Thomsen,  since  your  written  statement  was  pre¬ 
pared,  have  you  been  authorized  to  appear  as  a  witness  in 
this  proceeding  on  behalf  of  the  Secretary  of  Agriculture? 
A.  I  have. 

Q.  Was  that  pursuant  to  the  interests  the  Secretary  has 
in  these  proceedings  under  the  statute  to  which  I  have  re¬ 
ferred?  A.  Yes. 

Q.  Are  the  views  you  have  given  with  reference  to  the 
development  of  air  transportation  for  agriculture  produc¬ 
tion  in  accordance  with  the  policies  of  the  Department 
under  this  legislation?  A.  They  are,  to  the  extent  that 
such  a  policy  has  been  formulated.  This  legislation  is  new 
and  will  be  given  careful  consideration  by  the  transporta¬ 
tion  authorities  of  the  Department  in  all  appearances  that 
we  make  before  this  Board. 

At  the  moment,  we  are  primarily  interested  in  obtaining 
for  producers  the  maximum  benefits  of  air  transportation. 
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Q.  Are  the  views  you  express  also  those  of  the  Trans¬ 
portation  Rates  and  Services  Division  of  the  Department, 
which  has  to  do  with  departmental  appearances  in  regula¬ 
tory  proceedings?  A.  To  the  best  of  my  knowledge,  they 
are. 

*  *  *  *  • 

5250 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Morris : 

Q.  Dr.  Thomsen,  is  it  fair  to  say  that  it  is  your  view  that 
for  maximum  benefits  to  agriculture  the  airplane  must  be 
taken  to  the  place  where  the  perishables  are  produced,  or 
as  close  to  the  actual  production  point  as  possible?  A. 
Yes.  That  is  my  view.  Of  course,  what  is  the  closest  point 
possible,  or  w’hat  is  necessary,  depends  upon  the  particular 
circumstances  in  any  given  case. 

Q.  Surely.  A.  But  the  advantages  of  air  transport 
would  be  lost  if  a  great  deal  of  land  transportation  were 
involved  in  connection  with  the  shipment  of  perishables. 

Q.  In  other  words,  if  the  perishables  have  to  be  trans¬ 
ported  by  surface  a  long  way  before  they  are  put  on  the 
plane,  a  great  deal  of  the  advantage  of  air  transportation 
would  be  lost?  A.  Yes.  Now,  of  course,  some  sur- 

5251  face  transportation  in  connection  with  it,  depending 
upon  the  nature  of  the  product,  the  timing,  and  other 

considerations,  would  be  probably  desirable,  in  many  cases 
at  least. 

•  *  #  •  • 

5253 

•  *  •  *  * 

Cross  Examination 
By  Mr.  Carter: 

Q.  Dr.  Thomsen,  when  you  refer  to  the  maximum  bene¬ 
fits  of  air  transportation  for  the  grower  of  agricultural 
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perishables,  would  you  say  that  that  maximum  benefit 
would  be  obtained  if  the  grower  had  available  at  the  near¬ 
est  suitable  airport  an  adequate  number  of  planes  at  the 
beginning  of  his  harvesting  season,  and  thereafter  during 
the  continuance  of  the  harvesting  season !  A.  I  would  say 
that  in  order  for  agriculture  to  obtain  the  maximum  bene¬ 
fits  from  air  transportation,  something  more  is  needed  than 
merely  availability  of  planes. 

5254  That  “something  more”  very  probably  is  not  the 
responsibility  of  any  air  freight  carriers,  but  I  am 
convinced  that  those  who  have  given  attention  to  the  de¬ 
velopment  of  air  freight  have  not  explored  many  of  the 
methods  which  will  be  desirable  and  which  will  be  necessary 
if  the  maximum  benefits  are  to  be  derived  from  it. 

I  think,  to  put  it  one  way,  they  have  been  trying  to  sell 
an  automobile  in  a  livery  stable,  and  too  many  of  the  at¬ 
tempts  to  handle  agricultural  perishables  by  air  freight 
have  been  through  regular,  ordinary  marketing  channels 
with  ordinary  marketing  methods,  and  in  order  to  realize 
the  freight  potential  of  agricultural  perishables  it  will  be 
necessary  to  coordinate  or  integrate  the  entire  movement 
from  the  producer  or  the  shipper  clear  through  to  the  final 
retail  selling  organization,  with  appropriate  methods  of 
packaging,  distribution,  labeling  and  merchandising  meth¬ 
ods  in  general. 

I  don’t  think  that  adequate  consideration  has  been  given 
to  that  at  all.  I  think  it  has  immense  potentialities  for  in¬ 
creasing  the  volume  of  air  freight  of  agricultural  perish¬ 
ables,  and  I  don’t  think  that  we  are  going  to  get  any  large 
volume — that  is,  any  relatively  large  volume — of  air  freight 
in  agricultural  perishables  until  steps  of  that  sort  are 
taken.  It  is  a  merchandising  proposition. 

And  I  don’t  think  that  even  the  concept  of  it  has  really 
been  clearly  in  the  minds  of  those  who  have  handled  air 
freight. 
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Q.  But  Dr.  Thomsen,  in  this  particular  hearing  we  are 
dealing  with  the  transportation  rather  than  the  mer- 

5255  chandising  problems.  And  would  you  say  that  from 
the  standpoint  of  transportation  the  statement 

which  I  suggested  to  you  would  be  a  fair  statement?  A. 
Xo,  I  wouldn’t.  I  think  that  something  more  than  merely 
having  planes  available  would  be  necessary  in  order  to 
realize  the  maximum  benefits  from  air  freight. 

Q.  Would  you  say  that  would  consist  of  specialized 
equipment  ?  A.  It  might,  yes.  I  think,  as  a  matter  of  fact, 
that  the  experimentation  in  connection  with  the  handling  of 
air  freight  has  not  gone  far  enough  so  that  anyone  could 
give  any  categorical  answer  to  your  question. 

I  think  we  might  have  to  have  some  types  of  equipment, 
not  necessarily  owned  or  furnished  by  the  air  freight 
carriers — for  example,  we  might  have  to  have  pre-packag¬ 
ing  equipment  on  the  part  of  the  shippers  in  connection 
with  the  shipping  of  air  freight. 

And  there  are  many  things  to  be  taken  into  account  there. 
And  I  don’t  think  we  know  enough  to  give  a  categorical  an¬ 
swer  to  your  question,  except  to  say  that  I  do  believe  that 
the  mere  availability  of  planes  will  not  insure  maximum 
benefit  to  agriculture. 

Q.  That  would,  however,  be  an  essential  step,  would  it 
not,  to  securing  of  such  maximum  benefit:  to  have  a  suit¬ 
able  number  of  planes  available  at  the  nearest  airport?  A. 
Yes.  Perhaps  I  didn’t  get  the  full  import  of  your  question, 
but  T  would  say  that  at  this  point  agricultural  production  is 
a  highly  seasonal  proposition,  and  it  shifts  both  seasonally 
and  geographically  to  a  large  extent;  much  more 

5256  than  industrial  production,  production  of  industrial 
goods. 

And  for  that  reason,  the  operations  must  be  made  more 
flexible  "with  respect  to  the  points  of  availability  of  planes, 
schedules,  and  operations  in  general. 
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In  other  words,  the  big  thing  for  agriculture  is  to  have 
flexibility  in  operations. 

*  #  #  #  * 

5257 

•  *  *  •  * 

Q.  Well,  the  question  of  seasonality  that  you  mentioned, 
and  the  question  of  the  amount  of  land  transportation 
which  could  be  used  in  connection  with  air  without  be¬ 
coming  disadvantageous  to  the  products,  and  about  the 
flexibility  of  the  service  which  wrould  be  required. 

I  just  want  to  try  to  talk  about  some  particular  product. 
A.  Well,  in  that  regard,  a  good  example  is  strawberries. 
Now,  strawberries — the  strawberry  season,  for  example, 
starts  in  Louisiana  in  the  middlewest  and  works  northward 
through  Arkansas  and  Missouri,  and  on  the  other  side  of 
the  river  in  Tennessee  and  Kentucky. 

As  the  deal  moves  northward,  the  buyers  change  their 
offices,  the  market  news  service  changes  their  field  office 
to  the  different  points,  and  of  course  your  transportation 
service  has  to  change  along  with  it. 

5258  And  you  have,  on  the  East  Coast,  a  similar  north¬ 
ward  movement  of  the  strawberry  deal,  starting  in 

Florida  and  coming  on  through  the  Carolinas,  and  Virginia, 
Maryland,  New  Jersey,  and  north. 

Now,  the  transportation  service  must  be  flexible  enough 
to  take  care  of  that  shifting  seasonal  movement  from  state 
to  state,  and  for  the  important  areas  in  those  states  which 

produce  strawberries. 

•  *  #  «  • 

5259 

•  •  #  •  * 

Q.  Now,  assuming  that  Plant  City  is  about  30  miles  from 
Tampa,  do  you  think  that  that  distance  would  be  too  great 
for  it  to  be  feasible  for  the  strawberry  growers  in  the  Plant 
City  area  to  bring  their  berries  to  Tampa  for  shipment  by 
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air?  A.  Well,  it  probably  would  be  feasible — 20  miles — 
although  of  course  it  would  be  preferable  to  have  the  loca¬ 
tion  of  the  shipping  point  closer  to  the  specific  area  of 
production. 

But  20  miles,  I  would  say,  is  not  too  far,  in  case  of  neces¬ 
sity,  for  transporting  by  land  equipment  to  the  airport,  in 
the  case  of  many  commodities — of  course,  it  all  depends 
upon  the  particular  circumstance. 

Q.  And  I  take  it  that  the  strawberry  growers’  primary 
interest,  aside  from  these  merchandising  features 
5260  that  you  referred  to  would  be  that  they  would  be  as¬ 
sured  of  having  an  adequate  number  of  planes  at 
the  airport  in  Tampa  to  take  care  of  the  production  of 
strawberries  from  the  beginning  of  the  harvesting  season 
to  the  end  of  it;  is  that  right?  A.  Well,  it  might  be  in  that 
particular  case.  I  would  say,  though,  in  general,  that  in  my 
opinion  any  sort  of  a  point-to-point  service,  which  is  entirely 
a  point-to-point  service  would  not  be  adequate  to  serve  the 
needs  of  agriculture;  that  I  believe  that  something  more 
than  a  point-to-point  service  is  necessary;  that  we  need  an 
area  service,  or  some  service  which  is  as  flexible  as  possible. 

Because  the  advantages  of  air  transport  are  speed  in 
getting  the  product  from  the  farm  to  the  consumer.  Vita¬ 
min  content  is  increased,  and  quality  in  general.  You  can 
transport  ripe  products  which  are  of  higher  quality. 

Now,  every  time  you  do  anything  to  cut  down  on  that 
speed  by  delaying  the  movement  by  the  utilization  of  land 
transportation,  you  are  losing  part  of  the  advantage  of  air 
transport. 

*  *  *  *  • 

5262  Examiner  Cusick:  While  you  are  on  that,  I  would 
like  to  have  one  thing  cleared  up  a  little  further :  do 
you  mean  by  that  statement,  the  statement  on  page  3,  9th 
line,  that  the  regular  airlines  were  not  serving  the  de¬ 
mand  for  transport  which  existed? 

The  Witness:  I  would  say  that  the  operations  of  the 
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regular  airlines,  as  we  view  them  in  undertaking  our  re¬ 
search  on  air  transport,  did  not  appear  to  us  to  be  the  kind 
of  operations  which  would  serve  the  needs  of  agriculture 
adequately. 

By  Mr.  Carter : 

Q.  What  was  the  time  when  that  research  was  con¬ 
ducted?  A.  We  have  been  working  on  that  for  several 
years. 

Examiner  Cusick:  I  am  still  not  clear  on  that,  Dr.  Thom¬ 
sen.  I  asked  you :  was  it  your  reason  for  making  the  state¬ 
ment,  that  the  regular  airlines,  did  not  give  the  kind  of  ser¬ 
vice  required  ?  Or  shall  I  take  your  testimony  to  mean  that 
they  were  not  serving  the  points  where  the  demand  for 
this  service  existed?  Or  because  they  did  not  serve  enough 
points  ? 

The  Witness :  I  would  say  it  was  the  fact  that  they  didn’t 
sefve  enough  points,  and  not  that  they  didn’t  give  the  right 
kind  of  service  at  the  points. 

Of  course,  I  wouldn’t  say  that  the  service  was  adequate 
at  the  points  covered  in  all  cases,  but  I  would  say  that  it 
was  more  in  the  way  of  lack  of  geographical  coverage  of 
the  movement. 

•  *  #  *  • 


5263 

*  *  *  •  * 

Q.  Now,  you  make  a  statement  in  that  same  answer,  Dr. 
Thomsen,  to  the  effect  that  competition  in  the  field  of  air 
freight  sometimes  may  have  been  unhealthy  for  some  of 
the  carriers  themselves. 

Do  you  mean  by  that  to  indicate  that  rates  may  have  been 
charged,  at  times,  which  were  not  sufficient  to  carry  the  ex¬ 
pense  of  the  operation?  A.  I  would  say  that  that  was  per¬ 
haps  a  part  of  it.  Of  course,  I  can’t  give  any  expert  testi- 
monv  on  the  rates  that  were  charged  or  on  the  financial 
condition  of  any  airlines. 
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Examiner  Cusick:  You  are  not  qualified,  are  you? 

5264  The  Witness:  I  am  not  qualified  on  it. 

Examiner  Cusick:  That  is  the  answer? 

The  Witness:  The  statement  in  the  record  was  that 
based  on  my  understanding,  at  times — because  it  was  a 
growing  proposition  and  the  lines  were  feeling  their  way 
as  they  went  along,  sometimes  some  of  them  have  made 
statements  to  me  that  they  thought  they  had  made  mis¬ 
takes,  and  that  some  of  those  mistakes  had  been  due  to  the 
very  keen  competition  which  has  existed. 

And  my  observation  is  based  on  those  observations  which 
have  been  made  to  me  by  various  people  connected  with  air¬ 
lines.  But  I  am  not  an  expert  on  the  financial  conditions  of 
airlines. 

By  Mr.  Carter: 

Q.  The  only  thing  I  was  trying  to  develop  was  whether 
your  statement  there  as  to  unhealthy  competition  had 
reference  to  rates.  A.  I  didn’t  say  it  was  unhealthy. 

Mr.  Knudson:  Yes. 

The  Witness:  I  said  it  “may  have  been’’,  didn’t  I? 

By  Mr.  Carter: 

Q.  I  was  just  trying  to  develop  whether  you  meant  by 
that,  that  that  was  developing  from  rate  competition,  or 
rate  cutting,  or  from  some  other  reason  it  was  unhealthy. 

I  just  wanted  to  know  what  the  unhealthy  aspect  was 
that  you  had  in  mind.  A.  Well,  I  would  say  that  possibly 
in  some  cases  service  may  have  been  rendered  which,  from 
the  standpoint  of  the  airlines  themselves,  may  not  have 
been  profitable. 

5265  Now,  from  the  standpoint  of  the  airlines  in  some 
cases,  you  might  call  that  unhealthy.  From  the 

standpoint  of  agriculture,  of  course,  and  the  shippers,  it 
would  not  be.  I  was  merely  bringing  out  that  this  competi¬ 
tion  had  been  strong,  that  it  had  very  beneficial  aspects  to 
agriculture. 
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I  merely  wanted  to  recognize  that  it  is  possible  that  the 
competition  from  the  standpoint  of  the  airlines  may.  have 
been  a  little  too  strong  at  times,  but  that  overall  it  has 
had  a  very  beneficial  effect  upon  the  shipment  of  agricul¬ 
ture  perishables. 

I  merely  tried  to  be  fair  and  recognize  the  fact  that  this 
competition  was  not  one  hundred  per  cent  desirable,  per¬ 
haps,  from  the  standpoint  of  everybody  concerned. 

Q.  You  don’t  intend  to  say  that  what  you  regard  as  being 
in  the  best  interests  of  the  agricultural  shipper  would 
necessarily  be  the  best  thing  for  the  existing  air  transporta¬ 
tion  system  of  the  country,  do  you?  A.  Well,  now,  1  think 
the  answer  to  that  is  obvious. 

Mr.  Carter:  I  would  like  to  have  an  answer  to  the  ques¬ 
tion,  Mr.  Examiner. 

Mr.  Knudson:  If  you  could  answer  that  “yes”  or  “no”, 
counsel  would  be  better  satisfied. 

Examiner  Cusick:  Bead  the  question,  please. 

(Question  read) 

The  Witness:  No. 

By  Mr.  Carter: 

Q.  And  you  don’t  intend  to  say,  either,  that  what  would 
be  best  for  the  agricultural  shipper  would  neces- 
5266  sarily  be  the  best  thing  from  the  standpoint  of 
shippers  of  other  than  agricultural  products,  do  you? 
A.  Not  necessarily.  I  would  like  to  say  there,  if  I  may, 
that  obviously  the  best  thing  from  the  standpoint  of  the 
agricultural  shipper  would  be  for  the  airlines  to  offer  ser¬ 
vice  at  a  minute’s  notice  free  of  charge. 

Now,  that  obviously  would  not  be  to  the  benefit  of  the 
airlines,  or  to  other  shippers,  against  whom  such  costs 
might  be  pro-rated. 
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5267 

•  •  •  •  • 


Cross  Examination 
By  Mr.  Peyser: 

Q.  Dr.  Thomsen,  are  you  familar  with  what  rate  levels 
would  be  necessary  to  move  this  traffic?  A.  I  would  say 
that  I  have  ideas  on  that,  and  some  information,  but  that 
I  am  not  a  rate  expert,  and  I  doubt  that  1  should  offer  any 
testimony  on  that  point. 

Q.  Is  it  a  fact,  Dr.  Thomsen,  that  the  rail  freight  rates, 
under  the  present  Resolution  of  Congress,  the  Hope-Smith 
Resolution,  are  the  lowest  possible  rates  consistent  with 
the  transportation  needs  of  the  country?  A.  If  I  get  your 
question,  it  is  whether  present  rail  rates  are  the  lowest 
transportation  rates  which  are  consistent  with  the  needs 
of  agriculture. 

Mr.  Knudson:  He  directed  his  question  particu- 
526S  larly  to  the  Hope-Smith  amendment,  Doctor,  if  you 
know  anything  about  that  amendment. 

The  Witness:  Well,  as  I  say,  I  am  not  a  rate  expert 
and  would  prefer  not  to  testify  on  that. 

I  would  say,  however,  that  no  rates  are  as  consistent 
with  the  needs  of  agriculture  as  lower  rates  would  be.  But 
that  "would  be  my  general  opinion. 

Again,  you  see,  it  is  a  question,  the  answer  to  which 
is  pretty  obvious:  that  agriculture  is  interested  in  the 
lowest  possible  rates,  and  no  rates  would  be  as  desirable 
as  low  rates  to  the  farmer. 

•  •  *  •  * 

By  Mr.  Verner: 
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5270 

*  *  *  *  * 

Q.  Now,  there  has  been  some  comment  from  witnesses 
in  this  proceeding  to  the  effect  that  in  some  of  the  agricul¬ 
tural  products,  such  as  strawberries,  about  which  you  have 
been  talking,  the  prime  demand  for  movement  by  air  is  at 
the  very  beginning  of  a  crop  in  a  particular  locality,  be¬ 
cause  it  tends  to  get  that  crop  to  the  market  in  advance 
of  the  period  during  which  such  product  would  normally 
reach  the  market.  Do  you  think  that  is  true?  A.  You 
mean  that  air  freight  would  mean  that  strawberries  would 
get  on  the  market  enough  in  advance  of  the  movement  by 
rail  to  make  a  difference  to  the  shippers?  Nb,  I  don’t 
think  that  is  the  important  part.  No,  In  other  words, 
let’s  say  that  your  season  started  in  a  particular  area,  let’s 
say,  on  April  the  15th. 

Now,  the  fact  that  you  could  get  your  first  shipment  to 
the  market  on  April  the  16th  or  in  the  morning  rather 
than  two  days  later  would  have  very  little  to  do  with  it. 

In  other  words,  it  is  the  matter  of  getting  the  products 
to  market  throughout  the  shipping  season  for  that  area 
which  would  be  important.  It  is  not  merely  in  getting  the 
product  at  the  beginning  of  the  movement  speeded  up  a  day 
or  so. 

#  *  #  *  * 

5272 

*  •  *  •  * 

By  Mr.  Reilly: 

Q.  Dr.  Thomsen,  you  state  you  have  had  experience  in 
marketing.  Will  you  tell  us  what  kind  of  marketing  that 
is,i  whether  it  is  wholesale,  retail,  jobbing,  or  what?  A. 
In  the  whole  field  of  marketing  of  farm  products,  from  the 
farmer  to  the  consumer. 

Q.  And  you  have  had  experience  in  transportation. 
Could  you  tell  me  what  type  of  transportation  you  have 
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had  experience  in?  A.  I  have  had  experience  in  the  field 
of  research  in  transportation.  All  my  experience  in  trans¬ 
portation  has  been  in  that  field. 

Q.  Was  it  with  rail,  truck,  air  or  water?  A.  Well,  I 
made  a  study,  for  example,  of  rail  and  truck  rates  on  live¬ 
stock,  comparing  rates  on  the  two  at  different  distances 
from  different  markets  and  the  effects  of  those  rates  on 
the  market  movement  of  livestock. 

Studies  of  that  type  are  what  I  have  been  interested  in. 

Q.  What  study  have  you  made  on  air  transportation? 
A.  I  have  made  no  studies  of  air  transportation.  Those 
studies  have  been  made  by  members  of  the  staff  of  the 
Division  of  which  I  am  head.  I  have  made  no  studies  per¬ 
sonally  of  air  transportation.  I  have  been  in  general 
charge  of  the  work  of  which  the  air  transport  research 
has  been  a  part. 

5273  Q.  That  is,  somebody  under  you  made  a  study  ? 
A.  Yes. 

•  •  •  •  • 

5274 

•  •  #  •  • 

Q.  Now,  you  speak,  on  the  second  page,  of  speedy  trans¬ 
portation  making  it  possible  to  reach  northern  and  eastern 
markets  with  highly  perishable  products.  What  products 
are  you  referring  to  there?  A.  Oh,  many  different  prod¬ 
ucts.  Those  products  are  all  in  the — I  mean,  the  air  candi¬ 
dates,  potentials,  are  all  in  the  record  here  in  these  various 
studies  that  we  have  made.  I  would  dislike  to  pull  specific 
facts  or  information  out  of  my  memory,  when  it  is  all 
available  in  the  written  record  more  accurately  than  I  can 
give  it. 

I  would  like  to  say  that  in  my  opinion  tomatoes,  for  ex¬ 
ample,  are  one  very  good  air  candidate  in  the  future. 

We  have  tomatoes  coming  into  market  now,  being  ware¬ 
housed,  in  ripening  rooms.  They  are  picked  green,  losing 
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a  considerable  amount,  according  to  the  biochemists,  of 
their  vitamin  content  in  the  way  they  are  handled  now, 
getting  on  the  market  sometime  later. 

Now,  I  think  that  the  public  eventually  will  see  the  de¬ 
sirability  of  buying  ripened  tomatoes  which  are  brought  to 
market  quickly  by  air  transport. 

As  far  as  I  know,  that  is  the  only  way  that  you  can  for 
most  areas  get  ripened  tomatoes  to  the  market.  And  1 
would  say  that  that  is  one  of  the  most  probable  candi¬ 
dates. 

Now,  I  could  name  other  commodities,  but  I  am  sure  you 
would  not  want  me  to  recite — 

Q.  No,  I  know  quite  a  few  of  them  too.  Dr.  Thom- 
5275  sen,  wouldn’t  you  agree  that  the  most  important 
feature,  as  far  as  the  consumer  is  concerned,  of  any 
fruit  and  vegetable,  is  the  price  he  or  she  would  have  to 
pay  for  it?  A.  No,  I  don’t.  You  might  have  rotten  toma¬ 
toes  or  tomatoes  that  were  so  green  that  they  were  just 
like  rocks,  at  a  very  low  price.  And  the  consumer  would 
not  be  benefited  to  any  extent  by  that  low’  price. 

I  w’ould  say  that  price  in  relation  to  the  food  value  and 
other  qualities  of  the  product  is  what  is  most  important. 
And  you  can’t  separate  the  tw’o.  You  can’t  say  that  price 
is  the  most  important  or  quality  is  the  most  important. 
It  is  the  relationship  between  the  two,  cost  in  relation  to 
quality. 

Q.  Well,  do  you  think  that  the  consumer  will  buy  very 
many  fruits  and  vegetables  moving  by  air  if,  let  us  say, 
their  price  is  going  to  be  triple  the  ordinary  price?  A. 
When  you  say  do  I  believe  that  consumers  will  buy  very 
much — they  might  buy  very  much  in  an  absence  of  them, 
yes.  In  other  words,  they  might  buy  a  very  considerable 
volume,  all  of  the  millions  of  consumers  in  the  United 
States  might  take  a  very  considerable  volume,  at  a  price 
even  that  high. 
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And  yet  relative  to  the  total  volume,  I  believe  it  would 
be  quite  small  if  the  price  were  triple  the  price  of  land 
transported  produce. 

Q.  Have  you  made  any  study  of  that  to  determine 
whether  or  not  the  consumer  would  be  willing  to  pay  a 
higher  price?  A.  Yes,  we  tried  out  lettuce  in  Detroit,  of 
course.  Dr.  Hoecker  was  in  immediate  charge  of  that 
piece  of  research.  As  I  recall  the  facts,  we  put  lettuce  in 
a  number  of  stores,  displayed  side  by  side  in  equal 
5276  quantities  with  land  transported  lettuce,  and  the 
price  on  the  air  transported  lettuce  was  about  50 
per  cent  higher  than  the  land  transported  lettuce. 

And  I  don’t  recall  the  exact  proportions,  but  they  sold 
about  the  same  as  the  land  transported  lettuce. 

Now,  I  don’t  say  that  that  would  be  true  in  all  markets 
in  the  country  at  all  times,  with  all  conditions  of  consumer 
purchasing  power,  but  that  was  one  case,  anyway. 

Q.  Dr.  Thomsen,  do  you  know  whether,  in  connection 
with  the  movement  of  that  lettuce  and  its  sale,  the  full 
air  transportation  rate  was  included  in  the  final  price? 
A.  No,  it  was  not.  In  that  particular  case,  the  price  was 
based  on — was  an  arbitrary  selection. 

Q.  Then  you  wouldn’t  call  that  a  fair  trial,  would  you? 
A.  Yes,  I  would  call  it  a  fair  trial  under  the  conditions 
which  were  set  forth  there.  For  example,  the  milk  pro¬ 
ducers  might  be  interested  in  how  much  milk  would  be  sold 
at  thirty  cents  a  quart,  25  cents  a  quart,  20  cents  a  quart, 
and  15  cents  a  quart. 

Now,  if  you  sold  milk  under  those  different  prices,  it 
would  be  a  fair  trial 

Now,  whether  they  would  want  to,  or  whether  costs 
would  necessitate,  selling  milk  at  30  cents  or  15  cents,  is 
another  matter  entirely.  But  the  trial  -would  be  fair  and  I 
think  this  was. 

Q.  It  was  a  fair  trial  at  the  price  sold?  A.  Yes. 
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Q.  But  not  at  the  price  at  which  it  should  have 
been  sold  if  the  full  air  rate  had  been  included  in 

5277  it?  A.  It  was  not  a  test  of  that  and  was  not  de¬ 
signed  to  be  that,  because  at  the  time  the  test  was 

made,  the  air  rates  were  very  much  higher  than  they  are 
now,  or  quite  higher  anyway,  and  higher  than  we  thought 
they  would  be. 

And  we  were  trying  to  make  a  test  under  conditions 
which  would  throw  some  light  on  the  future  potentialities 
of  such  sales  and  not  upon  the  potentialities  of  sales  with 
the  then  existing  air  rate  at  the  time. 

•  *  *  •  * 

Examiner  Cusick:  I  would  like  to  interrupt  one  minute, 
Mr.  Reilly. 

What  was  the  reason  for  this  test  in  the  case  of  the 
lettuce?  Was  it  a  specially  grown  lettuce?  I  can't  imagine 
the  public  paying  a  special  premium  without  any  particu¬ 
lar  advertising  as  to  this  type  of  lettuce  over  another  type. 

The  Witness:  In  most  of  the  stores  we  put  no  adver¬ 
tising  on  it.  There  was  nothing  to  identify  it  as  air  borne 
lettuce.  There  was  no  “Department  of  Agriculture”  on 
it  or  anything  else.  It  was  just  put  out  as  ordinary  mer¬ 
chandise  in  a  bin,  you  see,  with  the  other  land-transported 
lettuce  next  to  it.  But  it  was  green,  had  a  nice  green  color, 
all  the  leaves  were  green,  whereas  the  land-transported  let¬ 
tuce  was  whiter  or  yellower,  and  in  some  cases  there  was 
some  slime  on  it,  as  occasionally  gets  on  lettuce,  as  you 
know.  And  a  woman  going  in  there  and  wanting  a  head 
of  lettuce  for  an  attractive  salad  preferred  to  buy 

5278  the  green  lettuce  at  the  50  per  cent  higher  price. 

Examiner  Cusick :  It  was  unquestionably  a  better 
grade,  then? 

The  Witness:  No,  it  was  not.  It  was  not  selected  to 
be  a  higher  grade  at  the  point  of  shipment.  In  other  words, 
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the  difference  in  the  appearance  was  due  to  the  fast  that 
it  was  transported  in  a  different  way. 

By  Mr.  Beilly: 

Q.  Wasn’t  that  test  made  during  the  war,  when  people 
would  pay  anything  for  fruits  and  vegetables?  A.  Well, 
I  can’t  agree  that  they  would  pay  anything  for  fruits  and 
vegetables  during  the  war.  I  would  say  that  they  had  a 
high  income  during  the  war  and  that  any  product  selling 
at  a  premium  price  tends  to  move  better  at  times  when 
consumer  incomes  are  high.  I  do  not  wish  to  imply  in  any 
way,  however,  that  consumer  incomes  on  the  average  over 
the  next  five  years  are  likely  to  be  drastically  lower  than 
they  were  at  the  time  that  test  was  made. 

I  can’t  look  ahead  very  much  further  than  that,  of 
course. 

•  •  •  •  • 

5282 

•  •  •  •  • 

Q.  On  page  3,  you  speak  of  certain  carriers  having 
had  a  profound  effect  on  the  carriage  of  air  freight. 
What  carriers  are  you  referring  to? 

•  •  •  •  * 

A.  I  am  referring  to  the  air  cargo  carriers,  the  air 
freight  carriers  as  a  group. 

Q.  Could  you  name  a  few?  A.  U.  S.  Airlines  is  one. 
The  Flying  Tigers  is  another  one.  Slick  Airlines  is  another 
one. 

Q.  Do  you  know  how  long  they  have  been  in  operation? 
A.  Well,  for  various  lengths  of  time.  I  couldn’t  say 
exactly. 

Q.  Have  any  of  them  been  operating  a  year?  A.  A 
year?  Yes. 

Q.  Do  you  know"  how  much  fruits  and  vegetables  they 
carry?  A.  No,  I  don’t  know  the  exact  quantities. 
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Q.  Have  you  any  idea  of  the  quantity  they  carried! 
A.  I  would  say  that  the  volume  of  fruits  and 

5283  vegetables  which  have  been  carried  so  far  has 
been  relatively  small.  Among  agricultural  products, 

flowers  has  been  a  leading  item. 

This  small  volume  which  has  been  carried,  however, 

is  not  indicative  of  the  possibilities  of  carriage  of  farm 

products.  Because  I  don’t  think  that  the  traffic  has  been 

developed,  as  I  said  before. 

Q.  And  what  new  points  were  served  by,  let’s  say, 

U.  S.  Airlines  or  Slick  or  Flying  Tigers! 

Iri  other  words,  what  points  did  they  serve  that  are 

not  now  certificated!  A.  I  can’t  give  you  the  specific 

points.  I  can’t  give  you  an  answer  to  that  question.  I 

am  1  not,  in  other  words,  an  expert  on  the  operations 

from  specific  points  at  specific  times  handling  specific 

commodities  for  any  of  the  airlines  in  question. 

Q.  You  don’t  know  if  they  served  any  points  other 

than  certificated  points,  do  you!  A.  I  can’t  name  any 

points  that  they  have  served  which  are  not  certificated, 

no.  Those  are  details  of  their  operations  that  I  can’t 

carrv  around  in  mv  mind. 

*  •> 

•  •  *  •  • 

5284 

#  •  *  *  * 


Bv  Mr.  Reilly: 

Q.  When  you  speak  of  a  reduction  in  air  freight  rates, 
what  reduction  is  this  that  you  refer  to!  A.  The  general 
reduction  which  has  taken  place,  and  which  I  believe 
everybody  acquainted  with  the  industry  knows  about.  When 
we  started  out,  the  rate  that  you  would  have  to  pay  on 
farm  products  generally  transported,  as  I  recall  it,  was 
about  70  cents  a  ton-mile. 

Mr.  Knudson:  70  cents  a  what! 
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The  Witness:  70  cents  a  ton-mile.  And  it  has  been 
reduced  at  various  times,  until  I  have  heard  of  cases 
where  products  have  been  hauled  for  12  cent£  or  15 
cents  a  ton-mile. 

By  Mr.  Reilly: 

Q.  This  70  cents  a  ton-mile:  of  what  time  are  you 
speaking?  A.  At  the  time  our  studies  began.  1  would 
have  to  look  it  up  to  specify  the  exact  time.  My  memory 
for  dates  is  none  too  good.  But  1  could  get  that  for 
you. 

Q.  Do  you  know  what  the  freight  rates  of  certificated 
carriers  were,  let’s  say,  a  year  and  a  half  ago?  A.  No, 
I  don’t.  I  do  know  that  during  a  period  of  time — and 
I  think  there  is  no  question  about  it  whatsoever  and 
would  be  glad  to  get  information  for  you  on  it  if  you 
wanted  it — the  rates  have  come  down  verv  substantially 
from  the  time  that  we  started  our  studies,  and  following 
the  introduction  of  air  freight  by  the  various  lines  which 
are  applicants  in  this  case. 

5285  As  to  the  fact  that  rates  have  come  down  very 
substantially,  I  don’t  think  there  can  be  any  argument 
about  that.  Now,  as  to  specific  rates  and  all  that,  1 
would  have  to  say  that  I  am  not  prepared  to  answer 
that. 

Q.  Would  you  be  surprised  to  know  that  the  ton-mile 
rate  a  year  and  a  half  ago  was  down  to  26 M>  cents? 
A.  No,  I  think  at  the  time  I  remember  when  a  rate 
about  in  that  level  was  introduced;  no,  I  wouldn’t  be  so 
surprised  about  that. 

Q.  And  of  course,  that  was  not  reduced  subsequent 
to  the  entrance  of  these  so-called  air  freight  carriers 
into  the  field.  You  are  familiar  with  that  too,  aren’t 
you?  A.  Well,  I  recall  that  about  after  the  air  freight 
carriers  had  gotten  into  the  field,  I  recall,  I  believe,  one 
discussion  of  a  25-cent  rate  in  one  of  the  meetings  of 
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a  group  of  agricultural  marketers,  marketers  of  agri¬ 
cultural  products,  a  very  considerable  discussion  of  that 
particular  rate. 

And  it  was  thought  to  be  quite  revolutionary  at  the 
time. 

*  *  •  •  # 

5300 

Robert  Prescott 

•  •  #  *  • 

Direct  Examination 
By  Mr.  Meyers: 

Q.  Will  you  state  your  name  for  the  record,  please! 
A.  Robert  Prescott. 

Q.  Are  your  qualifications  as  set  forth  in  the  exhibit 
complete!  A.  They  are  complete. 

Q.  Are  the  exhibits  which  you  sponsor  true  and  correct, 
as  far  as  you  know!  A.  Yes. 

*  •  •  •  # 

5301 

•  •  •  •  # 

The  Witness:  The  air  cargo  industry  is  still  a  young, 
rapidly  growing  industry  with  its  frontiers  only  dimly 
defined.  Companies  such  as  the  Flying  Tiger  Line  are 
growing  rapidly  and  are  in  a  state  of  constant  change 
to  meet  the  ever  expanding  range  of  problems  that  air 
cargo  carriage  presents. 

Each  month  of  added  experience  in  air  cargo  handling 
has  served  only  to  reemphasize  the  potential  size  of  the 
industry  and  to  underscore  the  problems  which  must  be 
resolved  in  developing  a  satisfactory  pattern  for  the  air 
freight  business. 

In  presenting  its  case  in  these  hearings,  the  Flying 
Tiger  Line  does  not  claim  that  it  is  providing  complete 
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and  definitive  answers  to  the  many  problems.  We  do 
present  a  sound,  workable  program  projected  as  far  as 
the  available  facts  warrant,  and  we  are  confident  that 
there  is  sufficient  flexibility  in  our  plans  to  make  possible 
easy  adaptation  to  changing  conditions. 

5302  In  the  months  that  have  elapsed  since  the  Flying 
Tiger  set  of  exhibits  was  filed  in  support  of  its 

application  in  Docket  2467  and  consolidated  in  the  present 
hearing,  there  have  been  no  developments  which  make  it 
necessary  to  make  any  fundamental  changes  in  the  exhibits 
as  filed  on  October  12,  1946.  However,  some  significant 
changes  have  taken  place  and  should  be  reported  here. 

Flying  Tiger  Line  awarded  ATC  contract:  Pursuant 
to  an  invitation  to  bid  by  the  U.  S.  War  Department, 
National  Skyway  Freight  Corporation  filed  its  bid  for  a 
contract  to  fly  fourteen  round  trips  weekly  Monday  through 
Friday,  between  California  and  Toklv  and  fourteen  round 
trips  weekly,  Monday  through  Friday,  between  California 
and  Hickam  Field,  Hawaii,  for  the  Air  Transport  Comand. 

National  Skyway  proved  to  be  the  successful  bidder  and 
the  contract  was  awarded  to  it  on  December  23,  1946,  to 
run  from  January  1,  1947,  for  six  months,  with  possibility 
of  a  further  extension  for  the  balance  of  the  year. 

Under  the  contract  the  company  supplies  the  flight  crews 
and  maintenance  personnel  to  service  a  thirty- two  Type 
C-54D  aircraft.  This  has,  of  course,  required  a  radical 
expansion  of  company  personnel.  Approximately  1000 
employees  have  been  hired  and  are  detailed  specifically 
to  the  ATC  contract  operations. 

The  company’s  personnel,  particularly  the  maintenance 
forces  engaged  up  until  now  solely  in  domestic  air  cargo 
operations,  has  provided  the  nucleus  of  the  new  organ¬ 
ization.  However,  in  expanding  for  the  ATC 

5303  operations,  full  allowance  has  been  made  for  main¬ 
taining  complete  and  adequate  staffs  for  the  present 

domestic  contract  operations. 
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The  beneficial  results  to  be  gained  are  obvious.  The 
ATC  contract  in  itself  will  be  profitable.  Further,  it  will 
absorb  a  substantial  portion  of  general  administrative 
overhead  and  will,  because  of  the  increased  volume  of 
maintenance,  permit  large  scale  maintenance  operations 
at  lower  unit  costs  redounding  to  the  benefit  of  both  the 
Pacific  and  continental  operations. 

This  should  reduce  substantially  the  ton-mile  operating 
costs  for  domestic  air  cargo  in  the  coming  year.  Of  utmost 
significance,  it  will  make  the  Flying  Tigers  one  of  the 
largest  organizations  in  the  country  engaged  in  operating 
four  motor  equipment. 

Upon  the  termination  of  the  ATC  contract  the  Flying 
Tigers  will  have  a  well-seasoned,  experienced  and  efficient 
organization  capable  of  handling  whatever  volume  of  air 
freight  there  will  be  available  to  it  under  whatever  regula¬ 
tion  the  Civil  Aeronautics  Board  determines  shall  be 
applicable  as  a  consequence  of  the  present  hearings.  The 
highly  efficient  organization  can  be  tailored  to  fit  the 
new  domestic  air  freight  business  which  will  be  generated 
in  the  coming  year  and  which  can  be  expanded  once 
the  flying  Tiger  Line  is  permitted  to  operate  upon  a 
certificated  basis. 

Change  of  Main  Base  to  Burbank,  California:  The 
Flying  Tiger  Line  has  been  based  at  the  Los  Angeles 
Municipal  Airport  where  it  has  enjoyed  adequate  hangar, 
warehouse  and  office  space  for  its  domestic  business. 
5304  However,  it  was  found  advisable,  because  of  the 
size  of  the  ATC  operation,  to  obtain  larger  addi¬ 
tional  space  at  the  Burbank  field.  After  a  careful  survey 
and  appraisal  of  potential  domestic  expansion,  we  decided 
the  best  interests  of  the  company  would  be  served  by 
moving  our  entire  base  to  Burbank.  This  has  just  been 
done.  We  have  leased  a  hangar  large  enough  to  handle 
4  DC-54  planes  and  have  adequate  office  and  warehouse 
space  as  well. 
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Since  other  air  freight  carriers,  such  as  Slick  Airways 
and  Willis  Air  Service  likewise  utilize  the  Burbank  field, 
we  shall  be  in  position  to  cooperate  with  them  in  joint 
ground  and  maintenance  operations  which  should  further 
contribute  to  substantial  reductions  in  air  freight  costs. 
This  would  be  in  line  with  the  program  already  instituted 
at  Teterboro,  New  Jersey,  where  maintenance  services 
are  being  provided  to  the  Flying  Tigers  by  Willis  at  its 
home  base,  as  has  been  recounted  in  the  testimony  by  Mr. 
Charles  Willis  in  this  hearing. 

Changes  in  Management  Personnel:  The  Flying  Tiger 
Line  has  been  fortunate  in  obtaining  the  services  of 
Col.  Ralph  G.  Lockwood  as  its  vice-president  in  charge 
of  engineering  and  maintenance.  Colonel  Lockwood  joined 
the  company  on  January  1,  1947.  His  biography  has 
been  prepared  as  a  supplementary  exhibit  and  has  been 
filed  as  Exhibit  NSF-32A. 

Because  of  his  extensive  experience  in  trans-Pacific 
operations  during  his  military  career,  Colonel  Lockwood 
is  particularly  well  qualified  to  supervise  the  company’s 
Pacific  operations.  He  will  likewise  have  general 
5305  supervision  over  the  maintenance  and  engineering 
work  in  our  domestic  operations. 

Two  other  changes  have  occurred  since  the  submission 
of  the  Exhibits  which  make  necessary  corrections  in  the 
Exhibit  32.  After  an  extended  illness,  Mr.  G.  0.  Noville 
has  terminated  his  connection  with  the  company  as  General 
Manager.  And  Mr.  Thomas  C.  Haywood  has  resigned  as 
Superintendent  of  Engineering. 

These  posts  have  not  as  yet  been  filled.  At  the  present 
time  we  are  making  a  resurvey  of  the  company  operation 
to  assure  ourselves  of  the  most  competent  and  economic 
organization  possible.  New  appointments  are  anticipated 
in  the  next  few  months  to  complete  the  roll  of  administra¬ 
tive  personnel. 
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In  presenting  the  case  for  the  Flying  Tiger  Line  at 
this  late  stage  of  the  hearings  in  the  Air  Freight  Case, 
1  can  best  orient  this  company’s  position  by  stating  anew 
the  postulates  upon  which  our  case  is  predicated. 

(1)  Air  Freight  is  bulk  cargo.  Our  experience  in  the 
air  freight  business  has  clearly  demonstrated  that  air 
freight  is  predominantly  offered  in  bulk  by  relatively  few 
air  shippers  and  does  not  consist  of  small  packages  offered 
intermittently  by  casual  shippers.  We  handle  air  freight 
in  quantities  of  large  gross  weights — smaller  sized  ship¬ 
ments  of  packaged  goods  may  continue  to  be  shipped 
via  air  express  by  Railway  Express  or  any  successor 
company,  or  such  small  shipments  may  be  handled  by 
freight  forwarders,  or  consolidators.  Because  of  the  nature 

of  the  business,  the  Flying  Tiger  Line  will  handle 
5306  bulk  movements  either  for  large  shippers  or  for 
forwarders  and  consolidators. 

(2)  Air  freight  requires  freight  planes  and  special 
equipment.  The  shipment  of  air  freight  in  bulk  volume 
cannot  be  handled  in  passenger  planes  incidental  to 
passenger  traffic. 

Because  of  the  weight  and  volumes  involved  air  freight 
cannot  be  placed  in  the  limited  space  available  in  passenger 
planes  for  freight. 

Furthermore,  air  freight  cannot  be  on  and  off  loaded 
at  passenger  terminals  in  the  time  passenger  planes  are 
scheduled  at  airports.  And  air  freight  cannot  be  econom¬ 
ically  accommodate  itself  to  passenger  take-off  times, 
spaced  during  the  day.  Airshippers  must  be  able  to  move 
an  entire  shipment  at  one  time  generally  late  in  the 
business  day,  so  that  delivery  may  be  made  on  the  follow¬ 
ing  morning. 

Consequently,  planes  devoted  solely  to  freight  must  be 
made  available  if  the  shipping  public  is  to  be  adequately 
served. 

Flying  Tiger  planes  can  handle  the  large  shipments 
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of  freight  and  can  be  scheduled  to  load  at  times  convenient 
to  shippers  so  that  arrivals  at  destination  may  be  made 
at  appropriate  times  in  the  business  day. 

Planes  such  as  ours  must  have  special  equipment  to 
handle  air  freight.  For  example,  special  racks  must  be 
provided  for  the  shipment  of  dresses  and  other  garments 
in  bulk,  other  racks  must  be  available  for  the  shipment 
of  cut  flowers,  refrigerants  must  be  provided  for  produce 
and  flowers,  stalls  must  be  provided  for  live-stock  and 
horses,  and  tie-down  gear  must  be  in  place  to 
5307  handle  the  varied  sizes  and  weights  of  crates  and 
packages  which  make  up  full  cargoes. 

(3)  Air  freight  planes  are  flying  box  cars,  each  limited 
to  a  few  shipments  to  a  few  destinations. 

Whether  a  plane  is  a  C-47  carrying  3.75  tons  or  a 
C-54  carrying  10  tons  or  any  other  plane,  now  available 
with  a  carrying  capacity  within  such  ranges,  it  can  carry 
freight  for  only  a  few  shippers  at  best. 

Ideally,  a  plane  will  be  loaded  to  capacity  with  a 
freight  shipment  for  a  single  shipper  consigned  to  a 
single  destination.  Many  Flying  Tiger  flights  have  and 
will  continue  to  be  of  this  nature.  More  frequently  planes 
are  loaded  with  large  shipments  of  a  few  shippers  up 
to  the  capacity  of  the  planes.  Such  shipments  generally 
go  to  a  single  destination  with  off-loadings  at  but  a  few 
intermediate  points. 

It  can  not  be  emphasized  too  strongly  that  the  air 
cargo  industry  is  not  engaged  in  a  parcel  delivery  busi¬ 
ness.  At  the  present  time  it  is  not  economically  feasible 
to  hedge-hop  freight  planes  from  city  to  city  dropping 
and  picking  up  small  loads.  At  some  distant  time  in 
the  future  air  freight  of  small  packages  may  develop 
sufficient  volume  to  justify  operations  of  this  character. 
But  the  basic  business  and  the  only  economic  business 
now  is  that  of  large  freight  shipments. 

I  do  not  mean  to  imply  that  all  planes  carry  full  loads 
from  one  point  to  another.  Many  shipping  points  will 
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not  generate  full  plane  loads  and  many  destination  points 
will,  of  course,  not  take  full  planeload  deliveries. 

5308  Whether  deliveries  to  and  from  such  points  will 
be  handled  as  incidental  to  heavy  movements  of 

through  planes  or  will  be  consolidated  for  skip-stop  flights 
will  depend  upon  the  traffic  as  it  develops.  I  anticipate 
that  once  we  are  certificated  the  bulk  of  the  flights  from 
coast  to  coast  will  be  full  planeloads  to  one  or  two 
destinations. 

Other  flights  may  be  full  planeloads  to  mid-western 
points  from  coastal  points;  planes  on  such  flights  may 
be  reloaded  for  continuation  of  a  coast-to-coast  flight. 

Or  a  shorter  run  shuttle  service  to  and  from  the  mid¬ 
west  and  the  coastal  areas  may  be  instituted. 

The  point  to  be  made  here  simply  is  that  planes  are 
small  units  and  traffic  control  must  be  so  maintained 
that  on  any  flight  the  unit  shipment  must  be  kept  at 
a  maximum  and  the  number  of  origin  and  destination 
points  at  a  minimum.  This  affects  directly  scheduling 
policies  which  are  considered  hereinafter. 

(4)  Air  freight  moves  from  area  to  area. 

It  can  safely  be  assumed  that  if  passengers  and  mail 
fly  to  a  city  that  passengers  and  mail  will  fly  from  that  city 
in  comparable  numbers  and  volume. 

Consequently,  linear  routes  from  point  to  point  for 
passenger  and  mail  are  sound  and  practical.  However, 
air  freight  does  not  follow  the  pattern  evolved  for  pas¬ 
sengers  and  mail.  Air  cargo  moves  from  points  of  produc¬ 
tion  to  points  of  consumption.  Haul  and  back-haul  do 
not  balance  between  take-off  and  delivery  points.  Further¬ 
more,  air  cargo  because  of  its  bulk  and  weight — and  perish¬ 
ability  in  many  instances — cannot  practically  be  trucked 
to  distant  airports;  air  cargo  planes  must  go  to  the 

5309  cargo. 

Consequently,  if  the  public  convenience  is  to  be 
best  served  by  the  Flying  Tiger  Line  it  should  be  certifi- 
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cated  to  compel  it  to  serve  the  area  in  which  air  cargo 
originates  by  sending  its  planes  to  the  most  appropriate 
airport  for  take-off  and  making  deliveries  to  airports  near¬ 
est  the  points  of  consumption.  As  the  exhibits  for  the 
Flying  Tigers  disclose,  it  proposes  to  serve  such  areas 
as  studies  indicate  have  sufficient  air  cargo  potential  to 
make  economically  possible  an  air  freight  service. 

“Seasonality”  is  a  marked  factor  in  air  freight  carriage. 
It  is  clear  that  in  eastward  and  northward  movements 
produce  and  flowers  will  provide  a  substantial  proportion 
of  the  air  freight  to  be  carried. 

The  availability  of  such  air  cargo  will  depend  upon 
the  growing  seasons  of  each  product. 

Public  convenience  and  necessity  will  require  a  con¬ 
centration  of  planes  at  each  produce  center  for  the  market¬ 
ing  period  of  each  crop. 

Concentration  of  plane  service  will  thus  move  from  point 
to  point  within  the  growing  areas  as  crops  are  marketed 
in  rotation. 

And  when  produce  and  flowers  do  take  to  the  air  they  do 
not  move  along  routes  paralleling  a  passenger  line.  Pro¬ 
duce  and  flowers  fan  out  from  a  production  point  to  all 
large  consuming  areas.  If  some  markets  are  not  to  be  glut¬ 
ted  while  others  are  ignored  shippers  must  be  in  position 
to  direct  air  deliveries  immediately  to  any  large  consuming 
point  which  market  conditions  determine  to  be  the 
5310  most  profitable  delivery  point.  Such  service  can  be 
furnished  only  if  the  air  carrier  is  certificated  for 
the  flexible  operation  that  an  area-to-area  basis  affords. 

Airshippers  of  staples  and  factory-made  merchandise 
likewise  must  be  afforded  flexible  air  freight  service.  An 
airshipper  distributing  his  products  on  a  nation-wide  basis 
must  have  available  air  service  to  deliver  his  products 
where  he  wants  them  at  the  time  he  chooses.  This  too 
requires  the  flexible  air  carriage  operations  the  area-to- 
area  basis  provides. 
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This  does  not  mean  that  air  freight  will  not  tend  to  estab¬ 
lish  a  regular  flow  of  freight  along  routes  of  its  own  mak¬ 
ing.  The  large  cities  on  each  coast  are  both  producing  and 
consuming  centers  of  air  freight  candidates. 

The  airborne  exchange  of  products  between  them  will 
set  a  norm  of  operations.  But  if  the  public  is  to  be  fully 
served  and  if  a  high  average  pay-load  volume  is  to  be 
created  and  maintained  by  an  air  freight  line  the  air 
freight  from  such  points  must  be  constantly  supplemented 
with  that  originating  in  the  areas  surrounding  the  large 
population  centers. 

In  the  past,  under  its  contract  operations  the  Flying 
Tigers  have  concentrated  on  carrying  air  freight  between 
the  large  coastal  cities.  This  has  been  due  to  the  restric¬ 
tions  under  which  a  contract  operator  has  had  to  operate. 
Deprived  of  the  advantages  of  scheduled  common  carriage, 
we  have  been  compelled  to  accept  contracts  only  to  points 
where  it  has  been  possible  to  generate  back-hauls  on  a 
contract  basis.  However,  enough  experimental  work 
5311  and  research  has  been  done  to  make  it  patent  that 
the  larger  field  of  common  carriage  is  waiting  to  be 
served. 

(5)  Air  freight  requires  no  time-table  of  arrival  and 
departure. 

In  the  thinking  of  air  passenger  and  mail  traffic,  a  time¬ 
table  of  alleged  split-second  scheduling  of  arrival  and 
departure  of  planes  has  become  routine. 

This  has  been  a  carryover  from  railroad  passenger 
transportation  and  passenger  train  schedules.  In  the  transi¬ 
tion  to  thinking  about  air  freight,  confusion  has  arisen 
from  an  attempt  to  apply  the  concept  of  time-tables  to  air 
freight  planes. 

Neither  on  the  rails  nor  on  the  highway  nor  in  the  air 
does  freight  move  on  passenger-like  schedules.  Air  freight 
does  not  require  nor  is  it  adopted  to  time-table  scheduling. 
If  comparisons  are  to  be  made  to  other  means  of  trans- 
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portation,  it  is  to  freight  train  dispatching  and  to  truck 
operations  we  must  look. 

The  essence  of  air  freight  is  speed  of  delivery  and  de¬ 
livery  at  appropriate  time  of  day.  Generally  speaking, 
airshippers  desire  deliveries  early  in  a  business  day  and 
prefer  to  make  shipments  late  in  a  business  day. 

In  any  event,  airshippers  are  not  concerned  with  the 
exact  time  of  take-off  any  more  than  a  shipper  by  train 
is  concerned  with  the  time  a  freight  train  actually  is  fully 
loaded,  assembled  and  departs. 

In  the  case  of  commodities  which  are  best  loaded  directly 
from  shippers’  trucks  to  planes,  such  as  produce,  flowers 
or  dresses,  all  the  airshipper  cares  to  know  is  when 
5312  the  plane  will  be  ready  for  loading.  In  other  in¬ 
stances  all  that  he  desires  to  know  is  the  deadline 
his  trucks  must  meet  at  the  airport.  Such  times  are  usually 
adjusted  to  the  convenience,  within  operating  limitations, 
of  the  few  shippers  having  cargo  on  any  particular  plane. 

While  arrivals  are  arranged  for  early  mornings,  no 
specific  time  need  be  set  for  all  such  arrivals.  The  specific 
arrival  time  of  each  plane  is  ascertainable  sufficiently  in 
advance  to  arrange  for  unloading  and  for  trucking.  This 
method  of  operation  has  worked  successfully  in  contract 
operations  and  can  be  readily  adopted  for  common  car¬ 
riage. 

(6)  Air  freight  is  not  emergency  freight. 

It  does  not  follow  that  air  freight  is  emergency  freight 
because  it  is  fast  freight.  Most  airshippers  shipping  the 
predominant  volume  of  air  freight  know  well  in  advance 
the  air  shipments  that  are  to  be  made. 

As  in  any  transportation  business  arrangements  are 
worked  out  well  in  advance  of  date  and  time  of  departure, 
and  the  traffic  control  department  of  the  air  freight  line 
can  project  load  factor  requirements  well  in  advance  and 
schedule  planes  accordingly.  Experience  will  provide  the 
necessary  knowledge  as  to  the  space  to  be  allocated  for 
late  and  last-minute  offers  of  air  freight. 
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The  picture  of  a  truck  careening  onto  an  airport  with 
a  lifesaving  load  of  penicillin  to  fight  an  epidemic  in  some 
far-off  city  just  in  the  nick  of  time  to  load  an  unsuspect¬ 
ing  air  freight  plane,  while  dramatic,  is  hardly  charac¬ 
teristic  of  normal  air  freight  activities. 

5313  Emergencies  can  and  will  be  met.  Late  or  sudden 
offers  of  air  freight  can  and  will  be  accommodated  as 

soon  as  practical.  However,  there  is  no  guarantee  that  such 
freight  can  supplant  other  cargo  on  the  next  plane  out. 
As  in  the  case  of  any  other  mode  of  freight  transportation 
or  as  in  the  case  of  passenger  traffic,  late-comers  may  have 
to  wait  for  transportation  facilities. 

(7)  Air  freight  will  not  emerge  full-blown  upon  certifi¬ 
cation. 

The  disparagers  of  air  freight  and  the  opponents  of  air 
freight  line  certification  seem  tom  between  the  thought 
that  there  is  insufficient  air  freight  to  justify  air  freight 
lines  and  the  thought  that  such  lines,  once  certificated, 
would  be  unable  to  serve  the  public  clamoring  for  space 
unless  the  airlines  regularly  schedule  planes  on  a  time¬ 
table  basis  into  each  and  every  airport  in  an  area. 

And  even  some  applicants  apparently  anticipate  that 
certification  is  some  sort  of  magic  which  will  generate 
traffic  at  specified  cities  which  will  rush  to  meet  scheduled 
airplane  arrivals  and  departures. 

Some  air  freight  undoubtedly  will  be  volunteered  once 
air  freight  lines  can  begin  a  common  carrier  program  of 
advertising  and  holding  out  of  service. 

Such  freight  undoubtedly  will  increase  with  public  ac¬ 
ceptance  and  recognition  of  air  freight  as  an  established 
and  regular  method  of  transportation.  But  the  great  bulk 
of  air  freight  for  the  years  foreseeable  ahead,  will  be  ob¬ 
tained  only  by  extensive  solicitation  and  salesmanship. 
New  shippers  will  have  to  be  sold  on  air  freight 

5314  against  surface  transportation  and  all  shippers  will 
have  to  be  sold  on  the  superior  service  we  will  offer 

as  against  that  of  our  competitors. 
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Sales  and  colication  programs  obviously  will  be  geared 
to  a  feasible  operating  program.  Hauls  and  back-hauls 
will  be  developed  to  keep  a  balanced  operation  in  the  pe¬ 
riod  of  early  growth. 

Solicitation  will  be  intensified  where  needed  and  gradu¬ 
ally,  as  in  the  case  of  any  transportation  system,  the  load 
will  be  increased  and  averaged  out. 

New  business  and  new  equipment  will  be  obtained  on  an 
orderly  program  of  expansion.  At  this  stage  of  the  game 
no  one  can  predict  how  great  the  expansion  may  be.  We 
do  know  that  a  sizeable  profitable  operation  is  possible 
which  will  provide  a  needed  public  service  and  that  such 
an  operation  can  readily  be  expanded  as  the  public  need 
requires. 

That  sufficient  air  freight  is  immediately  available  to 
support  an  air  freight  line  is  clear.  That  such  air  freight 
is  not  sitting  at  scattered  airports  waiting  for  passing 
planes,  as  some  point-to-point  applicants  apparently  hope 
and  which  opponents  of  air  freight  lines  apparently  fear, 
will  not  be  adequately  served,  seems  equally  clear. 

(8)  The  Flying  Tiger  Line  prefers  the  area-to-area 
alternative  in  its  application. 

In  its  application  the  Flying  Tiger  Line  has  requested 
certification  in  the  alternative.  It  has  requested  certifi¬ 
cation  either  on  the  orthodox  terminal-to-terminal 
5315  basis  or  on  the  area  basis.  It  requests  that  certifi¬ 
cation  be  on  the  area  basis*  but  it  is  prepared  to 
accept  the  other  alternative  if  the  Civil  Aeronautics  Board 
determines  such  procedure  to  be  the  proper  one.  In  our 
application,  we  stated: 

“Applicant  is  requesting  a  certificate  in  this  form 
since  it  contends  that  Certificates  of  Public  Conve¬ 
nience  and  Necessity  granted  to  carriers  of  air  freight 
should  be  broader  in  scope  than  those  presently  granted 
to  certificated  carriers  of  passengers  and  mail.  Certifi¬ 
cated  carriers  of  air  freight  should  be  permitted  to 
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serve  a  number  of  cities  within  a  given  trading  area; 
such  flexibility  is  necessary  in  order  to  provide  an  air 
freight  operator  with  a  sufficient  market  area  from 
which  to  draw  cargo  at  all  seasons  of  the  year  and  to 
serve  individual  shippers  at  the  most  convenient  ship¬ 
ping  and  delivery  points.,, 

We  have  requested  certification  on  a  terminal-to-terminal 
basis  only  because  it  is  not  clear  whether  the  Civil  Aero¬ 
nautics  Board  will  consider  the  area  basis  as  appropriate. 

In  making  application  between  terminals,  for  clarity 
we  have  designated  as  a  route  each  pair  of  terminals. 

In  numbers,  the  routes  look  formidable.  As  a  matter  of 
actual  operation,  the  routes  consolidate  into  relatively  few 
patterns.  Planes  flying  coast-to-coast  or  coast- to- Chicago 
courses  and  making  intermediate  stops  would  con- 
5316  nect  most  terminals  without  much  deviation  from  the 
line  of  most  direct  flying. 

Our  air  freight  planes  would  operate  both  on  a  through 
and  skip-stop  or  flag-stop  basis.  If  a  plane  were  fully 
loaded  for  other  destinations  or  if  no  freight  were  avail¬ 
able  at  a  particular  stop,  there  would  be  no  need  for  that 
plane  to  stop  at  such  a  terminal. 

Moreover,  many  terminals  do  not  require  regular  year- 
round  service,  but  the  air  freight  generated  at  such  ter¬ 
minals  is  of  sufficient  volume  to  require  many  flights  in  the 
months  of  their  shipping  season  and  on  a  regular  pattern 
sufficient  to  create  scheduled  service  apparently  within 
the  meaning  of  the  Civil  Aeronautics  Act  and  the  Civil 
Aeronautics  Board  regulations. 

Certification  on  a  point-to-point  basis  is  cumbersome  at 
best  and  unnecessarily  limits  the  shipping  points  which 
the  Flying  Tigers  might  serve  in  an  area.  Thus,  many 
potential  airshippers  equally  entitled  to  air  service  may 
be  deprived  of  the  opportunity  to  ship  by  us  simply  be¬ 
cause  the  Flying  Tiger  Line  in  making  its  application 
miscalculated  and  failed  to  spot  in  a  worthy  point.  It  is 
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fundamental  that  an  airplane  would  go  where  air  freighl 
is.  A  point  to  which  individual  passengers  can  readily 
gravitate  is  not  necessarily  the  point  available  for  air 
freight. 

Consequently,  the  Flying  Tiger  Line  requests  certifica¬ 
tion  on  the  area  basis  as  the  most  practical  and  economic 
in  the  areas  which  it  is  prepared  to  serve.  These  areas 
meet  two  essential  requirements.  There  is  sufficient 
5317  air  freight  potential  between  the  areas  to  predi¬ 
cate  a  high  load  factor  and  the  pattern  of  flights 
carrying  the  load  will  permit  an  efficient  operation  of  a  fleet 
of  planes  affording  high  utilization  for  plane,  a  minimum 
of  ferrying,  and  little  deviation  from  great  circle  flying. 

The  areas  for  which  application  has  been  made,  with  the 
exception  of  the  Southern  area,  furnish  a  flow  of  air  freight 
generally  moving  east  and  west.  Flying  Tiger  contract 
flying  experience  has  already  demonstrated  that  this  flow 
of  traffic  can  be  integrated  and  handled  efficiently  by  a 
fleet  of  planes  so  scheduled  that  they  can  economically 
travel  between  the  areas  and  arrive  at  maintenance  cen¬ 
ters  at  appropriate  times  for  checks  and  overhaul. 

While  Flying  Tiger  planes  under  its  contract  opera¬ 
tions  have  made  flights  into  the  Southern  or  Florida  area, 
the  company’s  experience  in  that  area  has  been  scant  to 
date. 

Air  freight  to  and  from  the  Southern  area  will  for  the 
most  part  require  north  and  south  flying,  as  contrasted  to 
the  generally  east  and  west  flying  into  which  traffic  be¬ 
tween  the  other  areas  can  be  integrated. 

However,  the  studies  of  Florida  traffic  and  the  analy¬ 
ses  made  by  the  company,  make  it  clear  to  the  company 
that  if  it  were  certificated,  the  Flying  Tiger  Line  could 
well  afford  to  institute  air  freight  service  to  and  from  the 
Southern  area. 

The  potential  is  there.  The  operation  could  well  com¬ 
plement  the  major  program  proposed  by  the  company.  Be- 
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cause  of  the  high  seasonality  factor  of  Southern 

5318  movements,  the  detailing  of  planes  to  and  from 
servicing  this  area  from  other  areas  having  a  com¬ 
plementary  high  seasonality  factor  would  assist  in  averag¬ 
ing  to  a  high  degree  of  plane  utilization  throughout  the 
year. 

(9)  Flying  Tiger  schedules  will  provide  service  to  ful¬ 
fill  public  convenience  and  necessity. 

The  areas  the  Flying  Tigers  propose  to  serve  are  large 
and  its  task  would  be  indeed  formidable  if  it  planned  to 
schedule  regular  raily  flights  into  every  airport  in  each 
area.  Enough  has  been  said  to  make  clear  that  public  con¬ 
venience  and  necessity  requires  no  such  needless  expense. 
In  scheduling  its  plane  operations  the  Flying  Tigers  need 
only  to  adopt  plane  service  to  freight  traffic.  The  air 
freight  traffic  requires  plane  service  radically  different 
from  that  needed  for  passengers  and  mail. 

The  confusion  which  has  occurred  in  some  of  the  pas¬ 
senger  line  thinking  apparently  arises  over  the  lack  of 
understanding  of  the  freight  business  and  the  difference 
between  the  offer  of  service  and  the  service  itself. 

The  Flying  Tiger  Line  will  make  an  offer  of  service 
from  any  adequate  airport  in  the  specified  areas.  When 
the  offer  of  service  is  accepted  by  a  shipper  notifying  us 
of  the  tender  of  a  shipment,  then  and  only  then  will  serv¬ 
ice  be  provided.  A  maximum  of  service  with  a  minimum 
of  cost  will  thus  be  provided. 

As  tenders  of  freight  are  received  by  the  company  they 
will  be  cleared  through  a  centralized  traffic  control  office 
and  planes  will  be  scheduled  to  best  handle  the 

5319  freight  load  as  it  is  booked. 

Our  air  freight  volume  on  a  contract  basis  is  al¬ 
ready  so  large  that  we  know  we  can  have  many  daily  depar¬ 
tures  originate  on  each  coast  for  a  cross-country  run.  Many 
of  these  planes  will  be  booked  to  capacity  well  ahead  of  the 
day  for  departure.  Experience  will  dictate  how  many  addi- 
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tional  planes  will  be  necessary  to  handle  late  and  last- 
minute  offers  of  freight  to  serve  intermediate  points. 

Of  course,  not  all  planes  need  make  coast-to-coast  flights. 
Shuttle  service  between  the  Central  and  South  Central  and 
the  coastal  areas  will  develop  with  increasing  frequency 
as  the  air  freight  industry  matures. 

Undoubtedly,  regular  and  daily  flights  will  be  sched¬ 
uled  between  the  key  centers  of  each  area  and  those  of 
other  areas  because  the  tenders  of  air  freight  will  be  in 
large  enough  volume  to  require  it.  Other  points  with  less 
air  freight  will  demand  less  service  and  fewer  plane  stops 
will  be  made.  The  offer  of  service  will  be  made  to  all; 
its  acceptance  will  determine  the  service  actually  furnished. 

The  offer  of  service  is  an  offer  to  carry  bulk  freight. 
We  are  not  operating  a  parcel  delivery  service.  A  practical 
minimum  weight  of  any  shipment  will  be  required  to  justify 
scheduling  a  plane  into  an  airport  1000  pounds  has  been 
considered  as  an  economic  minimum  for  a  tender  of  air 
freight  which  would  justify  spotting  a  plane  into  an  air¬ 
port  to  lift  the  load.  A  lesser  amount  for  a  minimum  ten¬ 
der  might  well  be  sufficient  in  cases  where  a  plane  is 
already  scheduled  to  take  off  from  the  point  of 
5320  tender. 

The  operation  planned  by  the  Flying  Tigers  is 
flexible  and  readily  adjusted  to  the  changing  picture  as 
air  freight  is  tendered  from  various  cities. 

All  such  cities  are  in  direct  teletype  communication  with 
the  central  traffic  control  office.  As  rapidly  as  tenders  are 
made,  plans  can  be  made  to  accept  the  tendered  loads. 
Planes  en  route  are  in  touch  with  the  traffic  control  office 
at  each  intermediate  and  gas  stop.  Planes  can  be  rerouted 
between  intermediate  points  if  load  factors  permit.  Thus 
even  late  tenders  can  be  accommodated  up  to  the  capacity 
of  the  flight  equipment  available. 

But,  with  sufficient  notice,  all  tenders  can  be  adequately 
serviced.  We  have  projected  an  overall  72  per  cent  load 
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factor.  As  gross  volume  increases,  so  will  the  number  of 
aircraft. 

The  Flying  Tiger  Line  will  schedule  its  initial  fleet  as 
set  forth  in  its  exhibits  to  blanket  the  areas  in  the  fashion 
1  have  described. 

It  stands  ready  to  carry  all  air  freight  tendered  in  ac¬ 
cordance  with  the  terms  of  offer  of  service  up  to  the 
capacity  of  its  planes.  It  will  increase  and  improve  its 
fleet  as  the  expanding  business  requires.  How  many  planes 
it  will  ultimately  operate,  how  much  freight  it  will  carry, 
what  its  optimum  operation  will  be  can  only  be  guessed  at 
now.  We  prefer  to  start  on  a  sound  basis  and  to  expand  as 
developments  justify. 

In  our  exhibits  we  have  striven  to  disclose  in  utmost  de¬ 
tail  our  financial  situation.  We  have  set  forth  our 
.1321  operating  data  and  our  calculations  of  future  costs 
clearly  and  completely.  We  are  well-financed  and 
fully  capable  of  fulfilling  the  program  set  forth  as  our  pro¬ 
posal.  We  need  no  additional  financing  until  such  time  as 
new  aircraft  are  available.  At  that  time  the  conditions  of 
the  monev  markets  will  affect  our  decisions  on  further 
financing.  At  the  present  time  we  are  considering  the  ad¬ 
visability  of  making  new*  acquisitions  upon  an  equipment 
trust  basis.  We  have  large  cash  reserves  and  good  bank 
credit.  We  owe  no  money  today.  In  the  past  wTe  have  bor¬ 
rowed  with  our  present  equipment  as  collateral  and  could 
do  so  again  if  occasion  warranted. 

In  the  past  year  we  have  lost  a  substantial  sum  in  de¬ 
veloping  our  business.  It  was  not  to  be  expected  that  we 
would  begin  operations  in  the  black.  Although  it  might 
be  proper  to  capitalize  the  development  expense  we  have 
taken  the  conservative  course  of  charging  off  all  expense 
as  it  has  occurred. 

We  can  now  profit  by  our  experience.  Certain  economies 
can  be  achieved  once  we  are  permitted  to  operate  on  a 
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scheduled  common  carriage  basis.  Higher  utilization  of 
planes  is  necessary  and  higher  rates  are  essential. 

In  our  calculations  for  immediate  future  operations,  we 
calculated  an  average  of  13  cents  a  ton-mile  from  air¬ 
port  to  airport.  In  the  past  months  of  contract  operations, 
we  have  been  below’  this  figure  but  have  gradually  ap¬ 
proached  it.  Rates  have  been  lower  due  to  the  price  war 
competition  of  American  Airlines.  It  has  already  been 
disclosed  in  this  hearing  that  the  lowrest  rates  offered 
5322  to  Sears-Roebuck,  the  largest  single  air  freight  ship¬ 
per,  have  been  those  of  American.  Despite  such 
competition  we  have  been  able  to  raise  our  rates  gradually 
because  of  the  superior  service  furnished. 

An  average  of  13  cents  a  ton-mile  will  be  reached,  through 
the  erection  of  a  rate  structure.  Commodity  rates  for 
large  volume  movements  of  produce  will  probably  be  low 
and  will  be  offset  by  higher  rates  for  smaller  lot  deliveries 
of  packaged  goods. 

We  anticipate  having  C-54s  in  operation  shortly.  With 
them  in  operation  the  rate  structure  can  take  firm  shape. 

We  propose  to  furnish  or  arrange  to  have  furnished  pick¬ 
up  or  delivery  service  in  any  case  where  the  shipper  or 
forwarder  does  not  provide  such  ground  service.  Charges 
for  such  service  will  be  in  addition  to  rates  for  air  car¬ 
riage.  It  has  been  our  experience  that  such  trucking  can 
satisfactorily  be  arranged  for  approximately  40  cents  a 
hundred  on  the  present  markets. 

Once  we  are  certificated  we  shall  be  ready  to  publish 
our  schedules  of  offered  service  and  our  structure  of  rates 
and  will  be  ready  to  file  them  with  the  Civil  Aeronautics 
Board.  The  open  filing  of  rates  will  be  one  of  the  most 
constructive  results  of  establishing  the  air  freight  lines 
on  a  common  carrier  basis. 


2192 


Excerpts  from  Testimony  of  Robert  Prescott 


5335 

•  •  •  •  • 

By  Mr.  Page: 

Q.  in  the  next  paragraph,  Mr.  Prescott,  you  state:  “We 
can  now  profit  by  our  experience.  Certain  economies  can 
be  achieved  once  we  are  permitted  to  operate  on  a  sched¬ 
uled  common  carriage  basis.” 

And  in  the  following  sentence  you  state  that  “Higher 
utilization  of  planes  is  necessary  and  higher  rates 

5336  are  essential.” 

1  would  like  to  ask  you:  What  specific  economies, 
if  you  might  name  one  or  two,  can  you  achieve!  A.  Well, 
there  is  a  lot  of  experimental  work  that  we  don’t  have  to 
repeat.  The  following  sentence  explains  the  greater  part 
of  our  economies.  Our  higher  utilization  of  planes  is  defi¬ 
nitely  an  economy,  and  it  is  fundamental  that  you  can  get 
a  higher  utilization  of  planes  if  you  are  on  a  schedule; 
if  you  can  schedule  your  maintenance  and  operations  and 
such,  you  can  get  up  to  12  hours,  where  on  a  non-scheduled 
basis  seven  hours  is  phenomenal. 

•  •  •  •  • 

5338 

•  •  •  •  • 

By  Mr.  Page: 

Q.  Mr.  Prescott,  will  you  turn,  sir,  to  Exhibit  10,  page 
1,  please? 

In  the  second  paragraph  there,  you  refer  to  capital 
financing.  As  I  understand  it,  sir,  one  hundred  twenty- 
six  thousand  dollars  w^as  obtained  initially  through  the 
sale  of  stock,  and  then  there  was  a  public  underwriting  in 
the  face  amount  of  2%  million  dollars;  is  that  correct?  A. 
Yes. 

Q.  And  the  underwriters’  commission  in  that  case,  as 
you  point  out,  was  $312,500.  That  was  for  the  sale  of  the 
$2,500,000  worth  of  stock.  A.  That  is  correct 
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Q.  That  represents,  I  believe,  a  12%  per  cent  under¬ 
writer's  commission.  Now,  will  you  turn  to  your 
5339  balance  sheet,  please,  sir,  Exhibit  36,  page  1? 

In  the  capital  stock  portion  of  the  balance  sheet, 
the  last  item  there  shows  expenses  incurred  in  connection 
with  the  sale  of  capital  stock,  $48,184.44.  That  was  in 
addition,  of  course,  to  the  commission,  was  it  not,  sir! 
A.  The  legal  fees,  and  so  forth. 

Q.  Therefore,  the  total  financing  expenses  of  the  2% 
million  dollars  issue  would  be  the  sum  of  those  figures,  or 
$260,685  f  A.  Correct. 

•  #  #  *  • 

5343 

•  *  *  •  • 

By  Mr.  Page: 

Q.  Mr.  Prescott,  would  you  please  turn  to  Exhibit  39, 
page  7!  This  shows  the  breakdown  by  commodities  and 
cargoes  carried  for  the  year  August,  ’45  to  August  ’46.  The 
largest  percentage,  as  stated  elsewhere  in  your  exhibits, 
was  flowers,  29  per  cent. 

Taking  the  other  perishable  commodities  shown  there  by 
the  list,  fruits,  7.7  per  cent,  and  produce  (vegetables)  4.4 
per  cent,  that  would  indicate  that  for  those  perishables  the 
total  figure  carried  during  that  year  was  41.5  per  cent! 
A.  That  is  right;  yes,  sir. 

5354 

•  *  #  •  * 

Cross  Examination 
By  Mr.  Carter : 

Q.  Mr.  Prescott,  did  I  understand  you  to  say  in  answer 
to  Mr.  Page’s  questions  about  those  east  bound  schedules 
that  all  of  them  were  devised  to  suit  the  convenience 

5355  and  desires  of  the  flower  shippers!  A.  That  is  cor¬ 
rect.  This  is  just  an  excerpt  taken  from  our  opera¬ 
tions  record.  It  is  not  a  projection  or  anything. 
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This  is  history.  We  ship  when  the  contractor  tells  us 
to  ship. 

Q.  'Well  now,  I  wonder  if  you  could  name  some  of  the 
points  in  California  from  which  you  shipped  some  of  those 
flowers  other  than  points  which  are  presently  certificated 
air  line  points  ?  A.  There  are  none.  If  you  say  other  than 
from  where  scheduled  air  line  touches.  The  point  being, 
that  for  two  months  of  the  year,  for  instance,  all  the  flowers 
will  be  shipped  out  of  San  Francisco,  and  then  for  several 
months  all  the  flowers  will  be  shipped  out  of  Los  Angeles. 

You  have  to  be  in  a  position  to  shift  your  whole  operating 
fleet.  During  certain  periods  there  is  not  a  flower  shipped 
out  of  San  Francisco  at  all.  At  other  times,  the  only  flowers 
being  shipped  are  out  of  there. 

If  you  are  certificated  only  to  go  to  Los  Angeles  and 
somebody  else  is  certificated  only  to  go  to  San  Francisco, 
the  man  who  is  certificated  to  go  out  of  San  Francisco  will 
sit  on  the  ground  while  the  man  from  Los  Angeles  has  more 
than  he  can  do,  and  the  same  will  reverse  itself  when  the 
Frisco  flowers  become  available. 

Q.  Of  course,  when  the  flower  season  stopped  at  Los 
Angeles,  the  line  that  was  certificated  in  there — certificated 
in  there  could  possibly  ship  some  other  commodity  during 
the  off  season  for  flowers,  could  it  not?  A.  Not  out 
5356  of  Los  Angeles,  specifically.  You  have  to  range  the 
coast,  you  have  to  go  up  and  down  searching  your 
loads  in  these  perishables.  There  is  no  question  about  that. 
That  has  been  our  experience. 

Q.  I  mean  something  other  than  perishables.  A.  If 
there  was  something  there  to  ship,  certainly  he  could.  But 
we  haven’t  found  it. 

In  other  words,  if  there  is  something  there  to  ship  that 
would  be  available  when  you  are  shipping  your  flowers, 
you  would  have  to  be  shipping  it  during  the  same  time  you 
are  shipping  your  flowers  or  else  the  market  is  not  there. 
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You  don’t  say  tomorrow  there  are  no  flowers  to  ship  so  now 
we  will  start  shipping  the  hardware. 

Q.  And  do  I  understand  that,  insofar  as  California  is 
concerned,  you  find  that  substantially  the  only  potential 
candidates  for  air  freight  are  flowers  and  perishables?  A. 
Generally  speaking,  yes.  The  biggest  part  of  the  freight 
that  we  have  been  able  to  find  has  been  as  shown  by  our 
records. 

•  •  #  •  * 

Cross  Examination 
By  Mr.  Webb: 

Q.  Mr.  Prescott,  I  believe  you  stated  that  it  was  your 
opinion  that  no  significant  volume  of  air  freight  would  be 
developed  without  intensive  solicitation  and  salesmanship. 

Is  that  correct !  A.  That  is  correct 
5357  Q.  And  you  stated  also  on  page  3,  the  first  para¬ 
graph  of  paragraph  3,  the  second  sentence,  that 
“Ideally,  a  plane  will  be  loaded  to  capacity  with  freight 
shipments  for  a  single  shipper  consigned  to  single  destina¬ 
tion.7’  That  means,  from  the  standpoint  of  revenue,  it 
would  be  best  to  have  that  situation.  Is  that  correct?  A. 
Yes,  from  the  standpoint  of  revenue  and  from  the  stand¬ 
point  of  cost  to  the  shipper.  We  can  do  it  more  cheaply 
and  still  make  a  profit  and  the  shipper  can  benefit  by  that. 

Q.  Where,  in  order  to  make  the  most  profit,  would  this 
shipment  of  plane  load  lots  take  place,  between  what  areas? 
A.  It  doesn’t  matter. 

Q.  Don’t  you  think  that  more  revenue  exists  in  shipping 
a  plane  load  quantity  of  goods  from  California  to  the  New 
York  area,  rather  than  from  Florida  to  the  New  York  area? 
A.  Are  you  asking  me  for  my  opinion  on  the  profit  in  the 
business  ?  If  somebody  will  pay  me  enough  to  fly  to  the 
North  Pole,  I  would  say  there  would  be  more  profit  there. 

Q.  Generally,  what  I  mean  is,  you  would  obtain  more 
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revenue  from  a  longer  haul  operation,  wouldn’t  you?  A. 
You  obtain  more  revenue  and  your  per  mile  price  should  be 
lower.  That  is  correct. 

In  other  words,  vour  handling  costs  are  written  off  over 
a  longer  run.  If  you  ran  a  cost  of  $100  for  a  plane  load  and 
yob  fly  a  thousand  miles,  necessarily  they  will  be  higher  per 
pound  than  if  you  flew  the  load  2,000  miles. 

Q.  Do  you  anticipate  that  once  you  are  certificated 

5358  the  bulk  of  your  flights  will  be  from  coast  to  coast 
with  full  plane  loads?  A.  That  has  been  our  his¬ 
tory,  yes,  and  we  don’t  expect  certification  to  make  any 
radical  immediate  changes  in  movement  of  air  freight. 

Q.  Then  the  initial  phase  of  your  operation,  in  the  event 
you  are  certificated,  will  be  the  development  of  this  trans¬ 
continental  business,  so  far  as  you  can  see  at  the  present 
time?  A.  The  initial  phase,  that  is,  the  phase  that  we  are 
in  at  the  present,  yes.  The  certification  would  give  us  a 
better  opportunity  to  go  in  and  develop  the  shorter  route 
business  that  might  be  available  to  us. 

In  other  words,  when  you  are  in  a  contract  business,  you 
have  to  go  where  the  biggest  part  of  the  shipment  is.  You 
can’t,  for  instance,  in  Kansas  City — we  stop  there  and  we 
would  like  to  carry  a  lot  of  freight  out  of  there  to  New 
York,  but  there  is  no  shipment  large  enough  that  you  can 
get  a  contract  for,  say,  a  half  a  plane  or  a  plane  load  a  day, 
or  anything  like  that. 

Q.  If  you  are  certificated  to  serve  the  areas  which  you 
have  requested,  would  you  consider  that  you  would  be 
under  an  obligation  to  serve  shippers  between  Florida  and 
New  York?  A.  If  we  were  certificated  for  the  area  in  our 
Florida  application,  we  would  feel  obliged  to  offer  that 
service,  yes. 

Q.  Under  what  circumstances  would  you  accept  ship¬ 
ments  from  Florida  to  New  York,  for  example?  A. 

5359  Will  you  narrow  that  question?  Do  you  mean  what 
type  of  goods  would  we  accept,  or  what  price  at 

which  we  would  accept  them  ? 
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Q.  I  mean,  what  quantity  would  you  feel  obliged  to  ac¬ 
cept,  what  minimum  quantity!  A.  That  depends  again  on 
the  specific  condition.  If  we  were  flying  a  plane  out  of 
Miami  and  we  were  going  to  New  York,  and  somebody 
offered  us  any  amount  of  shipment,  we  could  probably 
take  it. 

However,  if  they  were  requesting  an  off  line  shipment, 
by  off  line  I  mean  something  off  our  route,  for  that  day,  we 
would  probably  limit  the  pickup  to  something  like  a  thou¬ 
sand  pounds. 

Q.  You  have  said  that  no  substantial  volume  of  freight 
would  be  developed  without  intensive  solicitation  and  sales¬ 
manship.  I  assume  that  if  you  were  certificated  on  an  area 
basis  that  you  would  have  to  engage  in  such  solicitation, 
salesmanship  and  advertising  throughout  the  areas.  Is 
that  correct?  A.  I  don’t  believe  the  certificate  would  speci¬ 
fy  that  we  have  to  go  in  and  try  to  force  people  to  ship,  no. 
It  would  give  us  the  privilege  of  going  to  any  part  of  that 
area  and  developing  and  soliciting  air  freight. 

Q.  Then,  is  your  preference  for  the  area  certification  the 
fact  that  you  are  not  obliged  to  develop  air  freight  except 
where  you  choose?  A.  No.  Our  preference  for  the  area 
certificate  is  simply  an  attempt  to  find  some  answer  to  the 
air  freight  business.  We  firmly  believe  that  a  passenger- 
like  scheduling  is  not  suitable  to  the  air  freight  busi- 
5360  ness.  We  don’t  say  that  the  area  certificate  concept 
is  perfect,  but  it  does — it  is  as  close  an  answer  as  we 
can  find,  both  from  our  experience  and  just  from  logic. 

In  other  words,  by  taking  on  this  area  certification,  we 
would  be  willing,  would  be  obliged  to  offer  service  to  any 
one  in  that  area  who  wanted  to  ship  to  another  of  our  certif¬ 
icated  areas  and  we  would  do  that,  we  could  give  the  ser¬ 
vice,  but  we  wouldn’t  go  to  a  town  in  the  area  that  conceiv¬ 
ably  had  no  freight,  and  just  stand  on  the  street  and  yell 
“ship  your  goods.” 

Q.  Yes,  but  I  mean,  taking  only  principal  towns  in  the 
area,  you  would  concentrate  your  efforts  toward  advertis- 
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ing  and  selling  in  each  area?  A.  In  each  town  and  in  each 
area,  in  the  principal  towns  in  each  area? 

Q.  Yes.  A.  Most  likely,  yes. 

•  •  #  •  * 

Cross  Examination 

By  Mr.  Muth : 

•  •  •  •  • 

Q.  The  shippers  and  the  carriers  have  a  mutual  interest, 
and  one  serves  the  other.  What  I  am  trying  to  get  at 

5362  is  this: 

We  are  interested  in  having  National  Skyways 
serve  Milwaukee,  but  as  I  stated  before  in  questioning  of 
other  applicants,  we  are  interested  in  the  quality  of  service 
and  the  determination  on  the  part  of  the  shippers  in  ad¬ 
vance  that  a  shipment  will  go  by  air  when  they  need  to 
ship  it. 

Now,  how  soon,  when  shippers  in  Milwaukee  are  ready  to 
ship,  will  they  have  assurance  that  those  loads  will  be 
picked  up?  A.  A  city  located  as  Milwaukee,  if  we  are 
going  to  be  specific,  as  close  to  Chicago  as  it  is,  would  know 
immediately  when  its  goods  were  going  to  be  picked  up, 
because  there  is  a  great  movement  in  and  out  of  Chicago. 
Diverting  a  plane  over  to  that  short  distance  is  no  problem 
at  all. 

Q.  In  other  words,  am  I  correct  in  understanding  that  the 
quality  of  service  we  would  receive  would  depend  a  great 
deal  upon  the  generation  of  air  traffic  in  our  area?  A. 
That  is  correct. 

Q.  And  do  you  believe  that  Milwaukee  from  your  study 
of  the  economic  characteristics  would  be  one  of  the  prin¬ 
cipal  points  that  you  would  be  interested  in,  in  your 

5363  program  of  air  freight  development?  A.  I  believe 
so.  If  you  could  solicit  on  a  common  carrier  basis, 

I  believe  Milwaukee  would  create  quite  a  volume  of  traffic. 
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The  history  of  our  operation  has  not  shown  much  contract 
business  in  and  out  of  Milwaukee. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Gribbon : 

Q.  Mr.  Prescott,  is  this  ATC  contract  confined  to  freight 
operations  ?  A.  No.  We  don’t  control  the  loads  on  the  air¬ 
planes.  It  is  all  Army  manifested  and  loaded.  Passengers, 
mail,  express,  or  freight,  whatever  they  want  to  put  on.  We 
just  spot  the  airplanes  on  their  schedules.  We  don’t  sched¬ 
ule  them. 

5364  Q.  It  is  your  understanding  that  the  load  will  con¬ 
sist  of  passengers,  freight,  mail,  anything  the  Army 
wants  to  send?  A.  Anything  the  Army  wants  to  send. 

Q.  Throughout  your  existence  you  have  carried  passen¬ 
gers,  have  you  not?  A.  That  is  correct. 

Q.  And  was  it  around  the  date  of  this  application  that 
you  segregated  your  passenger  operations  into  a  separate 
corporation?  A.  The  date  of  this  application  was — 

Examiner  Cusick:  The  date  is  part  of  the  record  and 
may  be  stipulated. 

The  Witness:  Well,  approximately.  We  segregated 
these  because  while  there  was  some  attractive  contract 
passenger  business,  we  could  see  in  it  development  of  the 
law  that  it  was  our  belief  cargo  carriers,  as  such,  are 
strictly  cargo  carriers,  and  would  be  given  a  chance  to 
develop.  We  wanted  to  get  a  chance  to  be  entirely  free 
in  our  own  company,  our  main  company,  from  any  pas¬ 
senger  business. 

By  Mr.  Gribbon: 

Q.  You  all  own  stock  in  this  subsidiary  that  conducts 
passenger  operations?  A.  That  is  correct. 

Q.  Do  you  operate  the  passenger  business  as  a  separate 
division  of  your  corporation?  A.  That  is  correct.  We 
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have  even  transferred  the  titles  of  the  airplanes  over, 
and  naturally  there  is  a  great  deal  of  integration. 

5365  We  have  just  separated  as  much  as  possible. 

As  a  matter  of  fact,  we  have  found  the  contract 
passenger  business  is  not  what  we  thought  it  would  be, 
and  we  have  just  about  abandoned  it. 

Q.  Are  you  the  president  of  the  corporation  that  runs 
the  passenger  business?  A.  Of  the  subsidiary? 

Q.  Yes.  A.  No. 

Q.  The  subsidiary  that  operates  the  passenger  end  of 
the  business  makes  use  of  National  Skyway  Freight  facili¬ 
ties,  does  it  not?  A.  Yes.  They  are  charged  off. 

Q.  Maintenance  facilities?  A.  Yes.  We  charge  the  cost 
of  their  operation  to  the  subdivision,  to  the  corporation. 

Q.  And  National  Skyway  Freight  Corporation’s  over¬ 
head  is  then  spread  between  the  freight  operation  con¬ 
ducted  by  the  parent  company  and  the  passenger  operation 
conducted  by  the  subsidiary  ?  A.  Not  entirely,  no. 

Q.  I  don’t  mean  equal,  but  it  is  allocated  between  the 
two  operations,  is  it  not?  A.  No.  The  charges  assessed 
to  the  passenger  operation  are  not  per  hour  maintenance 
cost  of  operating  the  airplane,  the  depreciation  of  their 
equipment,  he  actual  salary  of  those  people  directly  en¬ 
gaged  in  it. 

For  instance,  I  doubt  if  any  of  our  administrative 

5366  personnel  on  the  cargo  operation  is  charged  to  the 
passenger  business. 

Q.  Do  you  devote  any  of  your  time  to  the  operation  of 
the  subsidiary  doing  passenger  work?  A.  As  I  said,  we 
are  just  about  abandoning  that.  The  reason  we  started,  it 
seemed  at  that  time,  there  was  a  great  demand  for  these 
tours  by  both  athletic  groups  and  entertainment  groups. 
We  carried  several,  including  Abbott  and  Costello,  Bob 
Feller’s  baseball  team,  and  tours. 

It  looked  then  like  a  good  business,  and  it  has  fallen  off 
considerably,  and  we  don’t  think  we  want  to  continue  it 
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5367 

«  •  •  •  • 

Q.  In  this  interim  period,  before  any  certificates  are 
awarded,  what  proportion  of  your  personnel  and  resources 
would  you  expect  to  devote  to  the  ATC  contract,  and  what 
proportion  to  the  freight  operation?  A.  I  think  about 
%ths  of  the  people  on  the  payroll  of  National  Skyways 
Freight  would  be  working  directly  for  the  ATC  operation. 
It  is  that  much  larger  than  the  domestic  operation. 

Q.  In  securing  this  contract,  were  you  able  to  contract 
to  do  the  job  at  a  lower  price  partially  because  you  had 
a  going  organization,  you  had  the  nucleus  of  the  organiza¬ 
tion  and  it  would  cost  you  less  to  do  the  job  than  it  would 
cost  for  a  new  organization  to  be  organized?  A.  I  sup¬ 
pose  that  is  correct,  yes.  The  benefits  that  come  to  us 
through  this  ATC  contract  are  so  great,  even  without  the 
actual  money  profit,  that  in  our  bid  we  valued  that  and 
probably  didn’t  demand  as  much  profit  from  the  opera¬ 
tion  as  some  other  carrier  would  whose  only  business  is 
performing  the  ATC  contract. 

5368  Q.  And  these  benefits  are  essentially  the  vast 
amount  of  experience  that  your  personnel  and  organ¬ 
ization  will  have  in  conducting  a  large  operation?  A. 
That  is  right.  It  will  leave  me  with  a  going  organization 
that  I  can  shake  down  to,  I  hope,  a  very  efficient  one. 

Q.  And  you  think  that  is  true  even  though  this  isn’t 
confined  to  freight  but  is  a  combined  passenger-freight  and 
mail  operation  that  you  will  be  operating?  A.  Well,  flying 
airplanes  is  flying  airplanes  regardless  of  what  is  in  them. 
1  don’t  think  this  will  develop  my  sales  organization  at  all, 
no,  sir. 

Q.  It  is  your  experience  that  your  operating  and  main¬ 
tenance  organizations  will  stand  you  in  just  as  good  stead? 
A.  Maintenance  and  flight  operations,  yes. 
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Q.  The  shippers  that  you  have  serviced,  have  you  found 
that  they  desire  or  in  fact  require,  a  regular  service  ?  A. 
The  shippers  that  we  have  contracted  with,  desire  a  regu¬ 
lar  service? 

5369  Q.  Yes.  A.  Yes,  I  would  say  that.  The  flower 
shippers  like  to  get  off  about  the  same  time  every 

day.  The  garment  shippers  from  New  i'ork  like  to  get  off 
about  the  same  time  every  day  and  they  like  their  arrival 
times  on  a  fairly  regular  basis.  That  is  correct. 

Q.  Have  you  found  that  in  selling  the  shipper  on  air 
freight  you  have  to  promise  him  a  daily  service?  You 
can’t  just  come  in  once  a  week  ?  A.  That  is  not  daily  ser¬ 
vice,  but  at  least  some  dependability  of  regularity.  If  you 
want  to  contract  Sears,  Roebuck,  you  can’t  say  “We  will 
give  you  every  ship  we  have  to  spare  next  week.”  They  will 
say  “You  give  us  a  ship  at  this  specific  time,  if  you  want  our 
contract.” 

Q.  You  dealt  primarlv  with  the  large  shippers,  I  believe? 
A.  That  is  correct. 

Q.  Would  you  expect  that  the  small  shippers  would  re¬ 
quire  equally  as  regular  service,  perhaps  not  every  day, 
but  a  certain  dependable  service  ?  A.  I  believe  they  would, 
to  a  great  extent. 

Q.  Referring  now  to  page  4  of  your  prepared  testimony, 
the  second  full  paragraph  on  the  page,  you  speak  of  ser¬ 
ving  airports  nearest  point  of  consumption,  and  I  suppose 
that  would  apply  also  to  airports  nearest  point  of  pro¬ 
duction? 

What  area  on  the  average  do  you  consider  you  can  serve 
at  any  given  airport?  How  broad  an  area?  A.  Will  you 
clarify  that  just  a  little?  Do  you  want  me  to  limit  the  geo¬ 
graphical  area  that  “X”  number  of  planes  can  serve? 

5370  Q.  No,  not  “X”  number  of  planes,  but  a  given 
airport.  Can  you  serve  only  within  one  mile  of  that 

airport  or  by  serving  that  airport,  can  you  service  the 
needs  of  the  consumers  within  350  miles  of  that  airport? 
A.  That  depends  on  the  product  you  are  shipping,  and  also 
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on  the  convenience  of  the  shippers.  If  we  have  our  base, 
as  we  have  had  it,  at  the  municipal  airport  in  Los  Angeles, 
and  all  the  flower  growers  are  in  the  San  Fernando  Valley, 
they  could  bring  their  flowers  down  to  the  Los  Angeles 
municipal  airport.  It  is  a  45  mile  drive.  There  is  no  rea¬ 
son  for  them  to  do  it  if  you  can  spot  the  plane  in  Bur¬ 
bank  for  them. 

Q.  How  far  is  Burbank  from  the  growers?  A.  It  is  right 
in  the  Valley  with  them. 

Q.  Within  five  or  ten  miles?  A.  Yes,  15  miles,  anyway. 

Q.  What  do  you  consider  to  be  the  practicable  limit  of 
the  area  that  you  can  serve  at  a  given  airport?  A.  Again 
that  depends  on  what  you  are  serving.  You  can’t  serve 
flowers  a  very  great  distance. 

Q.  Take  flowers  for  instance.  A.  I  think  they  should 
be  within  25  or  30  miles  from  the  airport. 

Q.  And  you  would  agree,  wouldn’t  you,  that  flowers 
probably  require  as  direct  a  service  as  any  kind  of  a  prod¬ 
uct  would  ?  A.  That  is  correct. 

Q.  And  that  within  25  to  30  miles  of  the  growing 
5371  area  should  be  adequate  air  service?  A.  That  is 
right.  And  you  can’t  transship  unless — well  you  can 
some,  but  you  can’t  transship  these  bulk  flowers  at  all. 

Q.  You  testified  that  you  felt  prepackaging  would  be 
extremely  important  in  the  air  freight  field.  Is  that  not 
true?  A.  I  believe  it  will,  yes. 

Q.  Wouldn’t  you — would  it  be  your  opinion  that  as  pre¬ 
packaging  develops,  prepackaging  plants  would  tend  to  be 
concentrated  at  few  places?  A.  No,  I  have  no  reason  to 
believe  that.  I  don’t  think  that  they  would  ship  their  prod¬ 
uce  from  Fresno  to  Los  Angeles,  or  San  Francisco,  just 
to  be  prepackaged.  I  think  they  would  prefer,  and  would 
prepackage  them  right  on  the  spot. 

After  all,  there  is  a  period  between  the  picking  and  the 
prepackaging  that  is  vital  to  perishable  foods. 

Q.  A  prepackaging  plant  is  a  pretty  sizable  operation, 
isn’t  it?  A.  Not  necessarily.  It  can  be,  yes. 
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Q.  What  is  the  capital  required  in  some  of  the  prepack¬ 
aging  plants  with  which  you  are  familiar?  A.  1  am  not 
prepared  to  answer  that.  I  don’t  know  much  about  their 
equipment  costs. 

Q.  In  any  event,  it  wouldn’t  be  necessary  to  establish 
a  prepackaging  unit  at  every  spinach  field,  would  it?  A. 
Not  at  every  spinach  field,  but  I  think  in  every  spinach 
area. 

5372  Q.  Yes,  one  packaging  plant  you  would  agree, 
would  service  an  area,  would  it  not?  A.  Yes,  i;. 

would.  Again  it  depends  on  the  individual  people  who  are 
doing  the  prepackaging,  and  the  people  who  are  doing  the 
shipping.  They  might  or  might  not  prefer  to  drive  their 
produce  50  miles  on  a  truck  to  where  it  is  prepackaged. 

Q.  And  you  are  not  familiar  with  the  cost  of  establish¬ 
ing  a  prepackaging  plant.  Is  that  true?  A.  Not  in  detail, 
no. 

Q.  You  have  referred  to  the  cooperative  arrangements 
that  you  have  worked  out  in  conjunction  with  several  of 
the  other  air  freight  non  scheduled  contract  operators.  Is 
that  not  true?  A.  Yes. 

Q.  At  what  cities  do  you  have  these  cooperative  arrange¬ 
ments?  A.  Well,  as  I  said  a  while  ago,  we  have  done  it 
at  Teterboro,  and  that  is  the  airport  we  serve  New  York 
City  from. 

In  Burbank,  it  is  not  particularly  a  cooperative  effort 
between  this  carrier  and  that  carrier  but  there  has  been 
established  on  the  Burbank  airport  a  freight  terminal  that 
is  proving  to  be  very  successful,  and  we  each  subscribe 
to  it  rather  than  have  us  setting  up  our  own  air  freight  ter¬ 
minal  on  the  field. 

It  h^s  been  very  successful  in  the  short  operation  in 
getting  the  goods  delivered  after  they  arrive  at  the  air¬ 
port  in  fast  time. 

5373  Q.  Are  they  the  only  two  cities?  A.  Yes.  Well, 
some  developments  have  gone  up  in  Chicago  and 
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San  Francisco.  1  don’t  know  too  much.  I  don’t  know  how 
far  they  have  gone.  I  know  we  are  attempting  to  do  it  in 
every  place  we  can  because,  naturally,  it  saves  us  money. 

Q.  Would  it  not,  in  your  opinion,  require  a  rather  sub¬ 
stantial  volume  of  traffic  to  justify  such  a  cooperative  ar¬ 
rangement  at  any  given  airport?  A.  Well,  regardless  of 
the  volume  of  traffic,  if  you  are  sharing  the  expense  of 
delivery  with  somebody  else,  the  smaller  the  volume,  the 
greater  need  for  your  cooperation  with  somebody  else.  If 
you  are  only  spotting  a  shipment  to  a  town  once  a  week, 
you  don’t  want  to  pay  the  people  there  a  whole  week’s  pay, 
and  you  have  to,  to  keep  them  on  the  payroll,  to  keep 
them  available  when  you  do  need  them,  and  on  the  other 
hand,  in  a  place  like  New  York,  where  you  know  that  maybe 
four  or  five  ships  a  day  are  coming  in,  the  advantages  of 
cooperation  may  be  even  less. 

Q.  In  estimating  your  expenses,  have  you  assumed  that 
you  will  benefit  from  these  cooperative  economies  in  every 
city  you  serve?  A.  No,  we  haven’t  made  any  such  as¬ 
sumption. 

Q.  Have  you  made  any  assumption  as  to  where  you  will 
—  A.  This  thing  you  are  talking  about  is  again  costs 
that  we  don’t  even  figure  in.  This  ground  handling  is  just 
like  the  airline  passenger  business.  We  are  on  an  airport 
to  airport  basis,  the  passenger  pays  his  dollar  and  rides 
to  the  airport.  And  if  the  freight  shipper  wants  his  stuff 
carried  to  the  airport,  he  will  also  pay  for  what  we 
5374  can  have  it  done  for  him.  We  don’t  have  to  carry 
that  in  our  costs. 

Q.  These  cooperative  arrangements  don’t  apply  to 
maintenance?  A.  No.  We  do  contract  out  our  mainte¬ 
nance  at  some  place,  in  fact,  we  have  done  it  in  New  York 
for  turnaround  maintenance.  But  no  major  maintenance 
yet.. 

Q.  And  for  cargo  handling,  do  the  cooperative  arrange¬ 
ments  work?  A.  That  is  what  we  are  doing.  That  is  what 
I  thought  you  were  talking  about. 
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Q.  I  mean  cargo  handling  at  the  airport  in  conjunction 
with  loading  and  off  loading  the  plane.  A.  That  is  what 
I  have  been  talking  about,  just  cargo  handling  in  this  co¬ 
operative  effort. 

Q.  You  have  to  consider  that  as  one  of  the  costs  of 
your  operation,  do  you  not?  A.  Well,  let  me  see.  In  get¬ 
ting  the  goods  off  the  airplane  on  to  the  truck?  Yes.  But 
it  is  not  a  major  factor  in  our  cost  estimates.  It  is  a  cost. 

But  we  haven’t  assumed  that  we  are  going  to  get  it  for 
nothing,  or  for  nearly  nothing,  because  of  some  coopera¬ 
tive  deal,  no. 

Q.  What  kind  of  arrangement  will  you  have  for  ser¬ 
vicing  airplanes  at  cities  that  you  don’t  serve  each  day, 
or  that  you  don’t  serve  regularly?  A.  That  is  hard  to  say. 
We  are  not  going  to  go  in  and  set  up  complete  facilities 
at  every  town  we  guess  we  might  be  in.  Neither  do  you 
find  the  Washington  National  Terminal  out  here  in 
5375  Podunk,  Iowa. 

The  places  that  are  served  only  in  spotted  cases, 
you  just  have  to  do  it  by  the  most  expeditious  method. 

Q.  You  would  agree  then,  that  you  actually  haven’t  pro¬ 
vided  for  the  expenses  at  these  places  that  you  will  serve 
irregularly? 

Mr.  Meyers :  I  suggest,  Mr.  Examiner,  on  those  specific 
detailings  of  the  specific  cost,  Mr.  Weihmiller  is  ready 
for  that. 

Examiner  Radcliffe:  Will  you  defer  that  question,  Mr. 
Gribbon,  as  to  the  costs  at  those  points. 

Mr.  Gribbon :  All  right,  sir. 

By  Mr.  Gribbon: 

Q.  Page  9,  Sub  Section  III  of  your  testimony,  you  state 
that  “rates  have  been  lower  due  to  the  price  war  competi¬ 
tion  of  American  Airlines.”  What  do  you  understand  by 
price  w~ar  competition?  A.  The  basis  of  that  statement  is 
that  last  June  American  went  into  several  of  our  nicest 
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accounts  and  offered  them  a  considerably  lower  rate  than 
we  were  carrying  for.  That  is  what  we  call  price  cutting, 
or  price  war. 

Q.  And  that  has  no  regard  to  the  lower  costs  of  opera¬ 
ting  that  American  might  have  as  compared  with  your  costs 
of  operation?  A.  Let  me  see  the  specific  statement  you  are 
talking  about.  Which  is  it? 

Examiner  Cusick:  It  is  in  the  fourth  paragraph,  Sub 
Section  III,  in  the  middle  of  the  paragraph. 

Mr.  Meyers:  The  full  paragraph. 

5376  The  Witness:  We  didn’t  say  it  was  due  to  the 
lower  cost  of  operating.  "We  specified  it  was  due  to 
price  war  competition. 

By  Mr.  Gribbon: 

Q.  That  is  what  I  was  getting  at,  your  understanding  of 
price  war  competition.  You  meant  by  that,  that  American 
was  attempting  to  sell  to  some  of  your  customers  that  you 
had  been  serving  at  a  higher  rate.  Is  that  true?  A.  Yes. 

Q.  What  kind  of  an  aircraft  were  you  operating  at  that 
time?  A.  DC-3  J. 

Q.  What  kind  of  aircraft  were  they  carrying  cargo  in 
at  that  time?  A.  You  couldn’t  tell.  One  week  they  would 
say  DC-4’s  and  you  would  find  that  it  wasn’t.  They  con¬ 
tracted  the  business  with  Gilbert  Air  Freight  and  then  Gil¬ 
bert  in  turn  tried  to  get  us  to  carry  it  because  American 
wouldn’t  carry  it,  and  w’e  did  carry  it  on  several  occasions 
until  we  got  tired  of  it  and  said  “If  American  is  sold  for 
this,  let  them  carry.” 

Q.  Do  you  know’  what  their  costs  of  operation  were?  A. 
American’s? 

Q.  Yes.  A.  No,  it  is  hard  to  find. 

Q.  Do  you  know — you  don’t  know’  then  that  they  ever 
carried  freight  at  less  than  cost?  A.  No.  I  couldn’t  say 
that  I  have  knowm  that. 
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5379 

•  •  •  •  • 

Q.  Have  you  selected  in  the  cities  you  have  named,  in  the 
linear  portion  of  your  application,  those  cities  that  you  be¬ 
lieve  would  receive  the  majority  of  service  in  your  area 
application?  A.  Have  I  selected  in  my  mind?  How 

5380  do  you  mean  “selected”? 

Q.  What  was  the  basis  of  selecting  the  cities  in 
the  linear  part  of  your  application?  A.  Well,  the  basis 
of  selecting  those  cities  on  the  west  coast  were  those  that 
we  knew  would  be  producing  traffic  to  the  east,  and  the 
basis  of  selecting  those  in  the  east  would  be  those  which 
would  either  produce  or  receive  goods  from  the  west. 

Q.  Are  these  cities  that  are  actually  named  in  your  ap¬ 
plication  the  cities  that  you  consider  would  receive  the  bulk 
of  your  air  freight  service  if  you  were  granted  an  area 
certificate?  A.  They  are  the  cities  that  so  far  have  pro¬ 
duced  more  air  freight  than  any  others. 

Q.  Are  they  the  cities  that  you  consider  would  receive 
the  bulk  of  your  air  freight  service  if  you  were  granted  an 
area  certificate?  A.  Conceivably  the  only  thing  we  have 
to  base  an  opinion  on  is  what  has  happened,  and  I  say  that 
has  happened. 

If  I  have  an  opinion,  that  is  it,  yes. 

Q.  Any  other  cities  within  these  areas  would  receive  only 
a  limited  amount  of  service  if  your  area  certificate  were 
granted?  A.  No.  If  they  required  more  service,  they 
would  get  it.  This  is  our  opinion  of  those  that  would  require 
the  service. 

The  certification  is  not  going  to  open  any  flood  gate  of 
air  freight.  The  certification  is  going  to  be  a  hunting 
license  to  go  out  and  find  the  air  freight  and  these 

5381  are  the  places  we  have  been  able  to  find  it. 

Q.  But  the  equipment  program  that  you  have  es¬ 
tablished  in  this  application  will  not  be  more  than  sufficient 
to  take  care  of  the  cities  listed  in  the  linear  part  of  the  ap- 
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plication,  will  it  ?  A.  The  equipment  that  we  have  planned 
I  believe,  will  be  sufficient  to  take  care  of  all  the  freight  we 
can  develop,  on  all  these  cities  we  have  listed  for  the  next 
year. 

Q.  Assuming  you  are  granted  the  linear  certificate  you 
request,  do  you  think  that  you  would  have  surplus  aircraft? 
A.  Do  we  think  they  will  be  surplus  to  our  needs? 

Q.  Yes.  A.  You  can’t — I  can’t  predict  that.  I  don’t 
think  we  will  have  too  many  airplanes.  I  don’t  think  we  will 
have  too  few.  I  mean,  if  this  was  our  guess.  Why  should 
we  think  that?  Or  else  we  would  buy  more. 

Q.  Do  you  think  there  would  be  any  difference  in  the 
quality  of  the  service  that  you  would  provide  under  the 
area  certificate  as  compared  with  the  linear  certificate,  that 
is,  in  total  ton  miles  over  a  given  year?  A.  No,  because 
we  have  asked  for  so  many  linear  certificates.  In  other 
words,  we  had  to  ask  for  so  many  linear  certificates  that 
it  just  developed  itself  into  a  sort  of  area  to  area  basis. 
Regardless  of  how  you  try  to  approach  this  air  freight 
problem,  the  answer  comes  out  the  same. 

We  may  have  asked  for  a  certificate  between  two  points 
here  that  we  won’t  fly  for  ten  years.  We  know  that. 

5382  It  is  just  again,  an  attempt  to  solve  a  difficult 
problem. 

Q.  Do  you  consider  that  these  linear  routes  that  you  have 
asked  for  will  give  you  practically  all  the  benefits  of  an 
area  application?  A.  Yes.  But  it  is  very  cumbersome. 
It  is  going  away  around  the  world  to  get  to  the  next  state. 

#  *  •  •  • 

5383 

*  •  *  •  • 

Q.  Do  you  consider  Budd’s  as  an  uneconomical  freight 
plane?  A.  For  this  country,  yes. 
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5385 

•  *  *  •  * 

Cross  Examination 

By  Mr.  Peyser: 

•  »  #  •  * 

5387 

•  *  #  *  * 

Q.  Are  substantially  all  of  your  planes  moving  between 
California  and  eastern  points,  such  as  New  York?  A. 
Most  of  our  business  is  between  those  two  points,  yes.  The 
rest  has  been  more  or  less  incidental. 

Q.  On  your  Exhibit  35,  page  2,  you  show  that  you  have 
an  office  at  Oklahoma  City.  A.  That  is  right. 

Q.  Does  that  mean  that  the  operation  will  stop?  A. 
Yes. 

I  will  correct  that  now.  We  closed  Oklahoma  City  and 
Omaha  as  operational  stops,  and  Kansas  City  is  now  the 
one  stop  in  place  of  these  two. 

Q.  Do  you  know  whether  you  have  ever  originated  any 
traffic  at  Oklahoma  City?  A.  Yes,  we  have  originated  a 
fewT  loads  out  of  there. 

Q.  Do  you  know  what  it  was?  A.  During  the  butter 
shortage  on  the  West  Coast,  there  was  quite  a  bit  of  butter 
shipped  from  Oklahoma  City  to  Los  Angeles.  It  is 

5388  nothing  for  a  permanent  candidate. 

There  are  some  other  candidates  for  air  shipment 
around,  such  as  baby  chicks  and  the  like,  but  not  to  any 
gTeat  extent. 

Q.  Do  you  know  whether  you  have  ever  originated  any 
shipments  at  Dallas,  Texas?  A.  Offhand  I  don’t  remem¬ 
ber  any. 

Q.  Comparing  your  Exhibits  38  and  111,  does  the  Ex¬ 
hibit  38  show  the  present  pattern  of  service,  and  the  Exhibit 
111  the  proposed  pattern  of  service;  is  that  the  difference? 
A.  Exhibit  38  is  just  history.  We  just  picked  that  out  of 
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operational  records  to  try  to  show  what  that  air  freight 
business  is;  what  has  happened;  what  we  are  doing. 

Q.  Well,  would  you  say  your  Exhibit  111  in  effect  merely 
continues  that  same  pattern  of  service?  A.  Yes,  I  would 
say  that  is  just  a  continuation.  After  all,  as  I  said  a  while 
ago,  we  don’t  expect  any  radical  change  in  the  air  freight 
business  because  a  few  of  the  carriers  might  be  certificated. 
We  do  expect  a  little  easier  time  in  development  of  traffic. 

Q.  And  so  far  as  your  proposed  service  to  Dallas,  Texas, 
Dallas-Ft.  Worth  is  concerned,  it  is  served  in  connection 
with  flights  between  the  East  and  West  Coasts;  is  that 
right?  A.  Not  necessarily.  It  has  been  our  experience 
that  we  can  get  a  lot  of  goods  to  ship  to  Texas  from  both 
California  and  New  York,  but  you  have  a  long  deadhead 
there.  We  believe  that  we  can  take  the  risk  of  accepting 
business  to  Dallas  if  we  have  a  common  carrier 
5389  status  and  can  solicit  on  an  unrestricted  basis. 

We  can  get  those  planes  out  of  there  without  going 
absolutely  empty  as  we  have  to  now. 

Q.  Would  you  plan  to  originate  flights  in  Dallas?  A. 
Originate — you  don’t  originate — well,  you  originate  where- 
ever  you  load  the  plane,  don’t  you.  I  say  we  get  plane  loads 
of  goods  from  the  West  Coast  and  from  the  East  Coast  into 
Dallas. 

Naturally,  if  you  are  going  to  get  the  plane  out  it  has  to 
originate  and  get  out  of  there. 

Q.  I  am  talking  about —  A.  I  wouldn’t  say  we  would 
originate  it  as  we  would  on  the  West  Coast,  no. 

Q.  You  wouldn’t  originate  it  as  far  as  loads  are  con¬ 
cerned?  It  would  be  deadhead  back;  is  that  what  you  mean? 
A.  Yes.  I  think  the  unbalance  there,  that  you  would  get 
plenty  of  goods  in  there,  but  not  much  out,  so  you  don’t  go 
down  there  just  to  fly  it  out  again. 

Q.  Have  you  ever  originated  any  shipment  to  fruits  or 
vegetables  within  the  State  of  Texas?  A.  I  think  we  have. 
I  am  not  positive.  We  have  in  Arkansas.  There  was  a  time 
when  we  could  have.  I  know  positively  we  were  asked  to 
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come  down,  and  again  that  question  of  deadheading  and 
back  hauling  entered  into  it. 

Q.  Mr.  Prescott,  in  your  written  testimony,  particularly 
on  page  3,  you  emphasize  the  false  character  of  your  move¬ 
ments,  the  bulk  character  of  your  movements.  Do  you 

5390  believe  that  if  a  certificate  should  be  granted  to 
you,  or  some  other  similar  applicant,  such  a  certifi¬ 
cate  could  properly  be  limited  to  shipments,  say,  over  a 
thousand  pounds,  or  with  a  definite  limit1?  A.  I  think  in 
the  interests  of  the  public  we  should  limit  the  shipments  to 
something  like  a  thousand  pounds.  If  you  are  going  into 
the  small  package  business  you  know’  your  overhead  goes 
up  considerably  and  you  have  to  tack  it  right  on  to  the 
cargo  that  you  are  shipping. 

At  least  in  the  immediate  development  of  the  air  cargo 
business,  if  you  can  hold  that  dowm  and  allow  this  to  be 
handled  through  freight  forwarders,  you  w’ill  benefit  both 
the  public  and  the  ( perator. 

Q.  On  page  8  of  your  statement,  the  next  to  the  last 
paragraph,  you  say: 

“The  offer  of  service  is  an  offer  to  carry  bulk 
freight.” 

Nowt,  isn’t  this  offer  of  service  that  you  are  proposing 
any  different,  if  you  know,  from  the  so-called  demand 
points  that  other  applicants  in  this  proceeding  have  sug¬ 
gested?  A.  No.  It  is  just  again  another  approach  to  the 
same  problem. 

•  •  •  •  • 

5391 

•  •  •  •  • 

Q.  Will  you  maintain  crews  at  various  points  that  you 
pick  up?  A.  Again,  depending  on — these  are  the  same 
questions  Mr.  Gribbon  asked.  It  depends  on  these  partic¬ 
ular  points. 

Of  course,  we  will  where  the  volume  is  high.  Where  the 
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volume  is  low  we  will  get  by  as  best  we  can,  just  as  you  will 
do  in  any  new  business. 

Q.  Could  you  outline  briefly  what  steps  are  taken  in  con¬ 
nection  with  a  contract  or  request  to  handle  freight  from 
some  outlying  point  in  California,  say,  going  east,  at  the 
present  time? 

•  *  *  *  * 

The  Witness:  Well,  we  have  a  man  arranging  up  and 
down  the  Coast.  We  know  that  grapes  are  going  to  be  ripe 
in  Bakersfield,  and  we  know  that  there  will  be  quite  a  few 
planeloads  shipped  from  Bakersfield  to  New  York  before 
the  first  trainload  gets  there,  so  we  contact  a  man  who  is 
either  buying  the  grapes — the  buyer  usually  controls  the 
method  of  shipment — and  make  a  contract  with  him  to  ship 
“X”  number  of  loads  during  that  short  season  that  grapes 
will  ship  to  New  York,  for  instance. 

5392  Do  you  ”want  a  more  detailed  process  than  that? 

By  Mr.  Peyser: 

Q.  Then  what  happens  so  far  as  the  actual  operation  of 
getting  the  plane  to  the  point  and  the  loading  and  unload¬ 
ing?  A.  The  planes  are  detailed  out  of  our  base  at  either 
Los  Angeles  or  San  Francisco,  whichever  has  the  plane,  and 
whichever  is  closer  to  the  shipping  point. 

Q.  Do  you  have  a  representative  at  the  point  of  origin 
of  shipment?  A.  Yes.  As  I  say,  he  ranges  the  Coast.  He 
knows — he  is  a  produce  man,  a  vegetable  man — he  knows 
where  the  likely  spots  are  that  will  create  some  air  freight. 
So  he  is  on  that  spot.  He  is  not  there  during  the  off  season, 
no. 

Q.  Do  you  send  him  there  for  that  particular  shipment 
and  purpose?  A.  We  send  him  out  and  tell  him  to  find  it. 
And  he  finds  us  when  he  gets  the  load,  if  we  tell  him  not 
to  come  back  without  it. 
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Cross  Examination 

By  Mr.  Verner: 

•  •  •  •  • 

5393 

•  •  •  •  • 

Q.  What  do  you  find  to  be  the  trouble,  if  any,  with  oper¬ 
ating  the  Budd  Connestoga?  A.  The  Budd  was  built  for 
South  America,  actually.  It  is  too  slow  for  one  thing.  It 
is  too  expensive  for  per  hour  mile  to  maintain  for  the  lift 
that  it  carries.  It  was  built  at  the  instigation  of  the  Rubber 
Reserve  Corporation,  for  the  short  fields  in  South  America. 

•  •  •  •  * 

5395 

•  •  •  •  • 

Q.  In  connection  with  your  Exhibit  30,  page  4,  the  last 
complete  paragraph  of  the  first  sentence  starts  out: 

“On  its  operations  to  date,  National  Skyway  Freight 
Corporation  has  proved  that  there  is  a  large  volume  of 
commodities  it  can  carry  economically.” 

Could  you  explain  the  reasons  for  vour  recurring  losses 
on  the  basis  of  such  a  statement?  A.  Yes.  There  is  a 
natural  waste  of  motion  in  starting  a  new  business.  We  had 
the  Budd’s  with  us  for  several  months.  We  got  this  oper¬ 
ating  fleet  with  our  financing,  starting  about  May  1,  we 
started  actually  building  the  fleet. 

5396  When  we  say  that  we  proved  that  we  can  carry 
successfully,  that  also  means  that  you  are  not  going 

to  have  such  rate  cutting  as  has  been  part  of  the  past. 

I  fully  believe,  I  think  it  can  be  shown  beyond  doubt,  that 
the  freight  that  has  been  carried  could  have  paid  more,  and 
would  have  paid  more,  if  there  hadn’t  been  somebody  next 
to  you  ready  and  willing  to  carry  it  cheaper  to  see  if  they 
couldn’t  get  you  out  of  business. 
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We  think  that  will  be  stopped  with  certification  and  rate 
filing. 

Q.  Wouldn’t  it  have  been  a  more  accurate  statement,  in 
the  sentence  I  quoted  to  you,  to  say  that  your  experience 
shows  some  reasonable  prospect  for  an  economic  operation  ? 
A.  I  think  it  goes  beyond  just  reasonable  prospect.  I  mean, 
you  can  project  air  freight,  airplane  operating  costs  and 
you  can  see  the  volume  of  business  that  has  been  developed 
at  these  prices,  and  it  takes  no  imagination,  it  takes  no 
magic  to  guess  that  a  little  up  and  a  little  down  can  make 
a  profitable  business. 

Q.  However,  the  amount  of  freight  that  you  have  been 
carrying  at  the  rates  you  have  been  carrying  has  not 
afforded  you  a  profit,  has  it?  A.  That  is  correct. 

•  •  •  •  * 

5399 

•  *  *  •  ♦ 

Q.  On  Exhibit  39,  page  3,  the  very  last  line  of  the  sen¬ 
tence  referred  to  and  an  eight  percent  ton  mile  rate  for 
fresh  fruits  and  vegetables.  Your  company  has  not  yet 
reached  that  rate,  has  it?  A.  Pardon  me? 

5400  Q.  Your  company  has  not  yet  offered  that  rate, 
has  it?  A.  No. 

Q.  Do  you  have  the  place?  A.  Yes. 

Q.  What  is  the  average  rate,  if  you  know,  that  you  have 
offered  for  fresh  fruits  and  vegetables?  A.  We  have  gone 
to  as  low  as  ten  cents  trying  to  induce  some  of  the  vege¬ 
tables  to  ship. 

Q.  But  you  think  that  in  terms  of  quantity  the  market 
would  flow  best  at  eight  cents  or  below?  A.  Yes.  What  I 
was  trying  to  get  across  there  is  that  you  get  a  day-to-day- 
steady  business  that  you  can  project  an  operation  on, 
rather  than  spot  loads  and  publicity  loads  that  have  been 
carried  in  the  early  days  of  the  thing. 

Q.  I  believe  someone  asked  you  a  question  in  connection 
with  page  7  of  Exhibit  39,  as  to  the  various  percentages 
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involved.  Could  you  give  the  Examiners  any  idea  as  to  the 
number  of  shipments  involved  in  these  various  classifica¬ 
tions,  without  going  to  too  much  trouble?  A.  You  mean 
how  many  shipments  of  flowers  we  have  made? 

Q.  Yes.  A.  No,  I  am  afraid  that  would  be  impossible. 

Q.  Then,  can  you  tell  in  terms  of  contracts?  A.  How 
many  contracts  we  have  with  shippers? 

Q.  Yes.  For  instance,  how  many  contracts  are  repre¬ 
sented  by  the  731,000  pounds  of  flowers?  A.  Not  more 
than  five. 

Q.  And  the  garment?  A.  Not  more  than  four  or 
5401  five. 

Q.  Would  those  general  ranges  be  continued 
through  for  the  rest  of  them,  to  avoid  asking  you  about  each 
one?  A.  Yes.  You  picked  those  two.  I  don’t  know,  now. 
Store  merchandise,  furniture,  we  have  no  regular  shipper 
of  furniture.  We  do  have  regular  shippers  of  the  two  top 
items,  and  the  others  you  couldn’t  tell. 

Q.  May  I  ask  this :  Would  the  remainder  of  the  com¬ 
modities  on  the  list  tend  to  have  greater  or  less  number  of 
contracts  than  the  one  we  first  mentioned  ?  A.  Maybe  this 
will  answer  it:  Most  of  the  other  items  are  shippers  who 
do  not  ship  regularly,  so  probably  it  takes  ten  contracts  to 
make  up  the  four  percent  for  animals. 

Q.  In  connection  with  NSF-42,  page  1,  for  what  month  of 
the  year  are  profits  shown  during  the  period  August 
through  July?  Or  isn’t  it  true  that  the  only  two  months 
during  which  profit  was  shown,  the  profits  resulted  from 
the  sale  of  equipment?  A.  That  is  right.  We  have  not 
made  any  money  out  of  the  air  freight  yet,  with  all  that 
cream. 

Q.  And  in  each  instance  a  considerable  portion  of  the 
business  is  passenger  business,  is  it  not?  A.  It  is  segre¬ 
gated  there  for  you. 
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5405 

•  •  •  •  • 

Q.  Now,  in  performing  this  service,  which  I  believe  you 
stated  is  required  by  certification,  where  a  low  load  factor 
could  be  expected  at  some  times,  in  your  mind  I  suppose 
that  would  be  compensated  for  by  perhaps  a  higher  daily 
utilization  of  aircraft,  or  something  of  that  sort?  A.  Yes, 
in  one  way.  Another  way  we  are  optimistic  about  load 
factors  on  airplanes  is,  again,  the  small  unit.  You  see,  you 
have  to  quit  thinking  about  the  load  factors  that  the  pas¬ 
senger  lines  have  to  contend  with  as  to  freight.  If  you  have 
ten  departures  from  the  West  Coast  or  ten  departures 
from  Chicago  for  the  West  Coast,  for  instance,  they  won’t 
be  scattered  throughout  the  day.  As  I  said  before,  the  busi¬ 
ness  day  ends  and  the  freight  accumulates. 

And  90  per  cent  of  your  planes  will  have  a  hundred  per 
cent  load  factor  and  the  tenth  will  carry  the  remnants.  In 
other  words,  it  might  be  50  per  cent,  but  you  will  have  a 
very  high  load  factor  for  that  one  day.  That  accounts  for 
a  lot  of  low  load  factor  flying  without  bringing  down 

5406  your  average  too  far.  Do  you  see  what  I  mean? 

Q.  I  think  I  get  your  point.  Now,  so  far  as  indi¬ 
vidual  points  in  an  area  are  concerned,  is  there  any  way 
you  can  explain,  so  that  we  can  understand  it,  what  sort  of 
a  schedule  you  would  provide?  Take  for  instance  Indian¬ 
apolis  as  an  example.  I  am  not  asking  you  for  a  definite 
schedule,  but  what  would  be  your  idea  of  how  that  would 
fit?  A.  How  we  would  service  Indianapolis? 

Q.  That  is  right.  A.  I  would  go  back  to  this  offer  of 
service.  We  would  offer  to  serve  Indianapolis  or  any  of  the 
other  towns  in  an  area  that  we  are  asking  for  certification 
to  or  from ;  and  if  a  shipper  in  Indianapolis  has  freight,  we 
again  set  that  minimum  probably  at  a  thousand  pounds. 

If  he  communicates  that  information  to  us,  we  pick  up 
his  freight. 

And  again,  he  doesn’t  say  “Will  the  plane  be  here  at 
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8:45  or  9  o’clock?”  We  say:  “Have  your  goods  at  the  air¬ 
port,  and  they  will  be  in  Los  Angeles  tomorrow”  or  that 
they  will  be  in  Los  Angeles  at  some  specific  time. 

Q.  Does  your  plan  of  operation  afford  any  relief  to  the 
community  where  the  daily  demand  might  be  nine  hundred 
or  a  thousand  pounds,  and  where  perhaps  for  five  or  six 
days  you  would  run  two  or  three  thousand  pounds  and  then 
it  would  drop  off?  What  sort  of  relief  would  you  give 
those  people?  A.  Well,  we  would  handle  that  volume  and 
anticipate  having  to  do  a  certain  amount  of  that.  That  is 
what  you  call  the  unprofitable  portion  of  your  cer- 
5407  tificate;  much  like  the  unprofitable  portions  of  a 
passenger  line  certificate.  They  have  to  serve  it. 
But  it  is  generally  assumed  if  a  town  can  produce  nine 
hundred  pounds  of  freight,  it  can  produce  more.  Nine 
hundred  pounds  of  freight  is  not  anything,  when  you  speak 
of  volume. 

Q.  In  an  area,  for  instance,  the  size  of  your  area  No.  2, 
the  Central  Area,  how  will  the  wants  of  the  particular  com¬ 
munities  be  made  known  to  you?  A.  Well,  we  will  have 
sales  offices  spotted  throughout  the  area.  We  have  pro¬ 
jected  some  specific  offices.  Again,  it  depends  upon  the 
volume  of  business  that  is  available  or  will  be  developed. 
We  don’t  say  that  we  are  going  to  put  a  sales  office  into 
every  town  and  hamlet  in  the  area,  but  we  will  have  places 
conveniently  spotted  around  so  that  the  shippers  can  call. 

Q.  Is  it  your  idea  that  you  would  serve  any  community, 
for  instance,  in  the  Central  Area,  which  has  an  airport  and 
which  makes  known  to  you  a  desire  to  ship  a  thousand 
pounds?  A.  That  is  right.  We  would  undertake  that 
responsibility. 

Q.  Do  you  think  that  you  would  have  any  difficulty  in 
filing  schedules  -with  the  Civil  Aeronautics  Board  under  the 
present  requirements?  A.  Under  the  present  passenger 
schedule  filing  requirements,  we  would.  But  our  contention 
is  that  you  can’t  schedule  freight  that  way. 
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Q.  Then  when  you  use  the  term  “schedule  service”  it 
doesn’t  really  mean  scheduled  service  in  the  ordi- 

5408  nary  connotation  of  the  word,  does  it?  A.  It  means 
just  regularity  and  dependability  of  service  to  us. 

You  have  scheduled  freight  service  on  the  trains,  but  I  doubt 
if  you  know  of  any  specific  time  any  freight  train  is  going  to 
take  off,  nor  would  you  ask  if  you  had  goods  to  ship.  You 
would  give  them  to  the  freight  people,  and  they  would  de¬ 
liver  your  goods  for  you. 

Q.  Supposing  you  were  to  set  up  a  schedule  between 
Indianapolis  and  New  Orleans,  which  would  be  a  pos¬ 
sibility  under  your  area  proposal,  as  I  understand  it: 
would  you  file  with  the  Board  any  sort  of  a  statement  which 
would  show  service  between  Indianapolis  and  New  Orleans, 
so  that  the  reader  of  that  statement  could  tell  when  you 
were  going  to  offer  the  service?  A.  The  reader  wouldn’t 
be  required  to  read  the  schedule  to  know  that  he  has  the 
service.  If  that  area  is  certified  for  the  service,  we  are 
obliged  to  serve  him,  and  all  he  will  have  to  do  is  call  for 
the  service. 

This  is  an  offer  of  service.  We  are  not  going  to  send  a 
plane  into  Cincinnati  and  take  off,  empty  or  full,  just  to 
say  that  we  are  going  to  fly  a  schedule. 

Q.  Then  you  are  only  going  to  fly  a  schedule  when  there 
is  a  sufficient  demand  to  make  that  schedule  profitable? 
A.  Not  a  sufficient  demand;  when  there  is  a  demand.  And 
we  will  set  that  demand  at  a  minimum,  yes. 

Q.  A  demand  of  a  thousand  pounds?  A.  That  thousand 
pounds  has  been  generally  projected  as  the  minimum, 
yes. 

5409  Q.  And  you  have  accepted  that  figure?  A.  Yes. 
If  we  continually  fly  between  Cincinnati  and  New 

Orleans  with  only  a  thousand  pounds,  I  would  presume  we 
would  request  relief  from  that  portion  of  our  certificate, 
because  a  thousand  pounds  would  be  neither  public  con¬ 
venience  nor  necessity. 
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Q.  Would  you  be  the  judge  as  to  whether  you  would  ser¬ 
vice  a  particular  town  or  not?  A.  In  just  what  respect? 

Q.  It  would  be  up  to  the  company  to  decide,  wouldn’t  it, 
whether  the  company  would  serve  any  point  in  an  area? 
A.  No,  I  think  we  would  be  obliged  to  serve  any  point  in 
the  area  that  had  freight  to  ship.  We  would  be  obliged 
to  serve  any  point  that  had  freight  to  ship  to  another  place 
into  which  we  were  certificated. 

Q.  And  would  that  be  on  a  single  trip  per  request  basis? 

In  other  words,  maybe  I  can  explain  the  question  a  little 
bit:  You  would  feel  obliged,  for  instance,  to  serve  any 
small  town  up  in  the  Central  Area  so  often  as  you  had  re¬ 
quests  which  indicated  a  load  of  a  thousand  pounds  at  that 
point,  but  the  request  would  have  to  be  communicated  to 
you  in  advance,  and  there  would  be  no  airplane  of  yours 
landing  there  in  the  absence  of  such  a  request ;  is  that  cor¬ 
rect?  A.  That  is  correct;  offer  of  service. 

Q.  In  entering  into  this  proceeding,  Mr.  Prescott,  what 
is  it  that  you  haven’t  got  that  you  want?  A.  Well, 
5410  let  me  see.  You  want  to  know  what  advantages  we 
would  gain? 

Q.  I  want  to  know  what  you  would  do  by  changing  your 
operation  that  you  cannot  now  or  don’t  do.  You  spoke,  for 
instance,  of  wanting  a  license  to  hunt.  And  I  don’t  intimate 
for  a  minute  that  you  have  been  hunting  without  a  license, 
but  I  do  want  to  know  what  you  want  now.  A.  Well,  the 
advantages  of  a  certificate  to  us  would  be  manifold.  Chief 
among  those  would  be  the  solidarity,  the  acceptance  that 
the  public  would  give  you  as  a  carrier  when  you  have  been 
recognized  by  the  Government  agency  responsible  for  such 
recognition. 

You  would  be  surprised  how  much  difference  that  makes, 
when  you  are  really  out  soliciting  and  trying  to  build  a 
freight  business. 

Another  advantage :  Any  transportation  system,  history 
has  proven,  must  be  regulated.  We  realize  that,  and  we 
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are  taking  an  aggressive  step  in  trying  to  bring  that  about 
in  air  freight  operations  along  the  right  lines. 

And  such  regulations  as  rate  filing,  I  think,  will  be  ex¬ 
tremely  beneficial  to  this  industry.  If  you  file  your  rate — I 
don’t  have  the  Government  or  the  Civil  Aeronautics  Board 
set  your  rate,  but  if  you  come  in  and  file  it,  and  can’t  vio¬ 
late  it,  then  you  have  eliminated  a  lot  of  the  price  cutting 
business. 

You  know  that  you  are  now  on  your  mettle  to  give  ser¬ 
vice  and  not  to  go  around  and  cut  somebody  by  two  cents 
a  ton-mile  in  order  to  get  their  business. 

5411  As  another  feature,  the  same  thing  being  true  in 
the  carrying  of  passengers :  you  did  need  some  pro¬ 
tection  on  the  business  you  are  developing.  I  don’t  know  of 
any  transportation  business  that  operates  successfulv 
without  regulation. 

Q.  Well  now,  perhaps  I  didn’t  make  the  question  clear. 
But  specifically,  how  would  your  operation  change?  A. 
Well,  maybe  I  can  put  it  this  way:  We  are  attempting  to 
stay  within  the  bounds  of  the  contract  carrier  business. 
Nobody  has  told  me  how  many  contracts  you  can  put  into 
one  airplane;  maybe  two  contracts  makes  you  a  common 
carrier.  It  is  a  thin  line  to  try  to  stay  inside  of.  Our  vol¬ 
ume  of  business  in  November  was  a  million  ton-miles;  in 
December,  something  over  that. 

When  you  get  there,  you  edge  over  into  the  twilight  zone. 
You  may  be  a  common  carrier;  you  may  not  be. 

Q.  Would  it  be  fair  to  say  that  what  you  are  seeking  now 
is  something  which  would  permit  you  to  carry  on  an  oper¬ 
ation  similar  to  the  one  you  are  now  conducting,  but  with¬ 
out  fear  of  violating  a  regulation  of  the  Board?  A.  No. 
That  is  only  one  reason.  As  I  say,  I  have  outlined  many 
reasons.  That  is  one.  There  will  be  a  volunteer  offering 
of  some  freight  that  we  can’t  now  solicit,  provided  we  are 
scheduled. 

Q.  Your  counsel  can  urge  those  reasons  on  brief.  What 
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I  am  trying  to  get  at  now  is :  Physically,  how  would  your 
operation  change?  A.  Frankly  I  don’t  think  there 

5412  would  be  too  great  a  change.  Well,  there  would  be 
in  our  advertising,  for  sure.  It  would  be  an  easier 

solicitation,  for  instance. 

Q.  Suppose  the  Board  were  to  decide  that  it  does  not 
want  to  certificate  carriers  on  the  so-called  area  basis.  Do 
you  have  any  opinion  as  to  the  number  of  specific  routes 
for  which  you  have  applied  which,  if  granted,  would  per¬ 
mit  a  feasible  operation?  A.  Well,  let’s  face  it:  You 
could  run  a  small  operation  regularly  between  the  large 
population  centers.  But  I  think  it  would  restrict  it  so  much 
that,  well,  air  freight  just  wouln’t  go  forward.  We  already 
have  air  express;  and  if  you  have  enough  air  express  busi¬ 
ness,  you  can  charter  a  whole  airplane.  That,  in  my 
opinion,  won’t  develop  the  freight  business.  The  volume 
scattered  throughout  the  country  is  not  concentrated,  and 
if  you  are  going  to  build  this  thing  and  get  your  volume 
high  enough,  get  your  prices  down  enough  to  attract  even 
more  volume,  you  would  have  to  have  a  wide  range  of 
flexibility  such  as  you  can’t  have  in  any  present  certificate. 

Q.  Do  you  have  any  opinion  as  to  which  of  these  routes 
you  think  could  be  feasibly  operated  just  on  a  route  basis? 
A.  No,  I  will  say  that  I  don’t  know’  of  any  from  experience; 
probably  between  New’  York  and  Chicago,  yes.  There  prob¬ 
ably  could  be  developed  a  fair  amount  of  business  there. 
But  not  in  any  place  that  I  know’  between  the  two  coasts 

could  you  do  that. 

* 

Q.  In  your  operations  to  date,  have  you  had  any  sub¬ 
stantial  carriage  of  freight  between  the  Central 

5413  Area,  Area  No.  2,  and  the  South  Central  Area,  No. 
4?  A.  We  have  had  offers  to  carry  down  there.  We 

have  had  offers  of  many  contracts.  As  a  matter  of  fact, 
there  is  a  crying  need  for  service  there,  but  nobody  wants 
to  take  it  because  of  the  back-haul  problem  for  a  contract 
carrier. 
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Q.  And  in  what  direction  is  that  haul,  primarily?  A. 
From  the  Central  Area  to  the  South  Central  Area.  From 
No.  2  to  No.  4:  that  is  what  you  asked  about?  A  lot  of 
freight  is  originating  up  here  in  such  volume  as  to  support 
such  an  operation,  but  not  down  in  Texas.  If,  for  instance, 
we  were  certificated,  I  wouldn’t  be  afraid  to  tackle  that  and 
maybe  fly  empty  planes  back  to  Area  No.  2.  But  with  that 
hard  core  of  freight,  you  are  bound  to  pick  up  some,  and 
your  risk  is  not  so  great,  and  you  could  eventually  build 
up  a  certain  volume  of  business. 

Q.  I  judge  from  what  you  say  that  you  think  it  would 
take  perhaps  some  period  of  time  to  build  up  a  return  load 
even  on  a  certificated  operation?  A.  Yes,  that  is  right. 

•  •  •  •  • 

5419 

•  •  •  •  • 

Cross  Examination 
Bv  Mr.  Lawler: 

Q.  Mr.  Prescott,  in  your  statement  there  appears  the 
term  “bulk  cargo”.  Can  you  tell  me  what  you  mean  by 
that?  A.  It  is  used  as  a  term  in  opposition  to  the  small 
package  business.  That  is  primarily  the  purpose  in  calling 
it  bulk  cargo.  It  is  movement  of  substantial  volumes  in 
one  shipment. 

Q.  You  don’t  mean,  however,  that  the  individual  package 
is  necessarily  a  very  weighty  unit?  A.  No.  Now,  let  me 
see.  I  will  say  again  what  I  mean.  We  are  not  talking 
about  the  parcel  post  business  or  the  air  express  movement. 
We  are  talking  about  the  movement  of,  again,  a  thousand 
pounds  or  more  of  shipment.  In  other  words,  it  is  freight. 

Q.  But  you  don’t  mean  a  single  package  of  a  thousand 
pounds ;  you  mean  a  shipment  of  a  thousand  pounds,  maybe 
ten  packages  of  a  hundred  pounds?  A.  That  is  right;  if 
there  is  somebody  to  consolidate  the  small  shipments,  then 
it  comes  to  us  as  a  movement  of  bulk  freight. 
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Q.  Now,  you  are  going  to  have  a  thousand-pound  mini¬ 
mum,  as  I  understand  it?  A.  A  thousand  pounds  pickup 
minimum.  Now,  if  we  have  a  plane  that  is  going  to  leave 
Los  Angeles,  and  somebody  offers  us  a  hundred  pounds, 
and  the  plane  is  going  to  New  York,  it  would  probably  be 
accepted. 

5420  Q.  How  about  a  thousand  pounds  delivery  mini¬ 
mum?  A.  I  am  talking  about  delivery  by  the  air¬ 
plane  ;  in  other  words,  a  stop-off  for  the  airplane.  If  some¬ 
body  had  a  hundred  pounds  they  wanted  to  go  to  Cincin¬ 
nati,  and  we  weren't  ordinarily  going  to  stop  at  Cincinnati 
I  think  the  limitation  would  be  put  on  there. 

Q.  Supposing  the  shipper  had  a  thousand  pounds  ship¬ 
ment  at  Cincinnati,  live  hundred  to  Butte,  Montana,  and 
five  hundred  to  Los  Angeles:  would  you  pick  it  up?  A. 
No,  I  think  not.  That,  again, — you  said  five  hundred  to  Los 
Angeles — you  picked  the  place  we  would  probably  be  head¬ 
ing  for.  The  five  hundred  to  Los  Angeles  would  probably 
be  picked  up.  And  you  can’t  just  define  exactly  what  you 
would  do  in  every  instance  on  a  lot  of  these  cases.  I  think 
we  would  reserve  the  privilege  of  turning  that  freight 
down,  yes. 

'  Q.  So  the  thousand-pound  minimum  applies  both  to  pick¬ 
up  and  delivery?  A.  YTes. 

5424 

•  *  #  •  # 

By  Mr.  Lawler: 

Q.  Well,  your  flexibility  consists  mostly,  then,  in  actual 
flight  operations?  A.  Our  flexibility  consists  of  following 
the  freight.  The  flexibility  is:  to  be  there  for  the  perish¬ 
able  shipment  business.  In  other  words,  one  week  there 
are  not  enough  planes  in  the  whole  industry  to  carry  the 
flowers  that  could  be  carried  out  of  San  Francisco.  The 
next  week  the  flowers  available  there  wouldn’t  fill  two  air¬ 
planes,  but  if  you  go  down  to  Los  Angeles,  you  will  find 
all  the  flowers  you  want  to  ship. 
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And  the  same  is  true  of  your  perishable  foods.  In 
Bakersfield,  for  instance,  during  a  couple  of  weeks  of  the 
year  there  is  plenty  of  business,  but  during  the  rest  of  the 
year  you  don’t  want  to  have  a  plane  stopping  in  there  just 
to  say  “We  are  fulfilling  our  schedules”. 

Q.  Not  mentioning  any  carriers,  if  they  carried  a  cer¬ 
tificate  to  Bakersfield,  you  would  expect  them  to  step 

5425  in  and  also  carry  some  of  this  air  freight  by  in¬ 
creased  schedules?  A.  Not  in  the  perishable  bush 

ness,  I  don’t  believe.  Because  it  would  involve  a  lot  of 
transshipping  once  he  flewT  off  his  routes. 

In  other  words,  if  a  carrier  is  certificated  as  they  pre¬ 
sently  are — I  don’t  know  any  carrier  certificate  from 
Bakersfield  straight  east — and  if  he  followed  his  routes,  he 
would  either  have  to  go  to  San  Francisco  to  go  east,  or 
Los  Angeles  to  go  East. 

•  #  •  *  * 

5426 

*  #  #  *  * 

Q.  Well,  isn’t  it  true  that  vour  perishables  are  going  to 
one  or  two  major  cities,  and  from  there  are  to  be  dis¬ 
tributed?  A.  No,  indeed  not.  They  go  all  over  the  United 
States.  That  is,  by  our  experience.  Today  there  is  a 
shortage  of  strawberries  in  Dayton.  Tomorrow  they  'want 
some  grapes  in  Atlanta.  The  next  day,  there  is  grapes 
for  Detroit.  And  that  is  the  perishable  business,  and  it 
will  be.  The  perishable  buyers  watch  their  market  very 
closely,  and  that  is  the  chief  advantage  that  they  find  in 
air  freight  right  now. 

Q.  I  can’t  find  it,  but  I  thought  you  had  a  statement  here 
that  the  majority  of  your  perishables  went  to  New  York, 
listing  three  or  four  cities  from  California?  A.  If  it  says 
that  in  the  statement,  I  will  refute  it  right  now,  because 
our  operational  history  doesn’t  show  it.  I  think  I  said 
specifically  that  distribution  fans  out  from  central  points 
of  production. 
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Q.  As  to  central  points  of  consumption,  however,  it 
would  usually  be  distributed  and  redistributed  bv  truck, 
would  it  not,  to  the  surrounding  area?  A.  Define  “sur¬ 
rounding  area”. 

Q.  Ten  or  15  miles?  A.  Yes. 

•  •  *  •  • 

5427 

#  •  *  *  • 

Cross  Examination 

By  Mr.  Stroud: 

•  *  •  •  * 

5437 

*  *  *  *  * 

Q.  On  this  same  Exhibit  42,  I  note  this  item  of  95 
thousand  dollars  for  gain  on  sale  of  aircraft.  A.  Yes. 

Q.  You  don’t  expect  that  to  be  a  recurring  item?  A. 
I  can  only  wish. 

Q.  Well  then,  your  operating  loss  of  345  thousand  dol¬ 
lars,  there,  is  more  indicative  of  the  profitableness  of  your 
operation  than  this  255  thousand  at  the  bottom?  A.  Yes, 
that  is  correct.  None  is  written  off  for  development  ex¬ 
pense,  as  you  will  notice. 

•  •  •  •  * 

5439 

•  •  •  •  • 

Q.  With  respect  to  perishables,  as  I  understood  your 
testimony,  you  stated  that  you  thought  quite  a  few*  grapes 
would  be  shipped  by  air  before  the  first  trainload  of  grapes 
is  able  to  get  to  the  East  Coast?  A.  That  has  been  our 
experience. 

Q.  And  that  they  would  be  shipped  only  during  a 

5440  short  time;  that  during  that  short  time  you  could 
send  a  plane  down  there?  A.  That  has  been  our 

experience. 
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Q.  Well,  is  it  your  experience  that  it  is  only  during  that 
early  growing  season  when  the  airborne  shipment  can  beat 
the  market;  that  is,  before  the  rail-borne  shipment,  that 
you  get  much  potential?  A.  At  the  present  price  that  you 
can  afford  to  carry  it  for,  yes.  But  you  would  be  surprised 
at  the  many  times  you  can  move  around  that  way.  You  can 
take  your  charts  of  the  bloom  that  comes  in,  and  you  can 
keep  your  planes  busy  if  you  are  right  on  the  ball  with 
it.  For  instance,  even  the  crop  of  grapes:  there  are 
seven  or  eight  varieties  of  grapes  that  you  can  do  that 
with,  and  the  spread  in  their  coming-of-age  period  is  only 
a  week  or  so  at  times. 

In  other  words,  you  move  from  Blakersfield,  with  that 
type  of  grape,  and  then  the  trains  have  gotten  there  with 
that,  and  then  you  move  up  to  Fresno  for  another  couple  of 
weeks. 

Q.  You  have  found  that  pretty  generally  true,  then,  as 
to  all  perishable  commodities;  is  that  right?  A.  Yes.  We 
are  still  not  down  to  get  day-to-day  perishable  shipping. 
When  you  do  that,  you  have  to  be  low  enough  to  sell  that 
premium  for  the  difference  in  taste,  and  the  price  is  not 
that  low  yet.  As  I  said  in  my  statement — 

Q.  You  mentioned  eight  cents  a  ton-mile,  I  believe.  A. 
Yes,  I  believe  that. 

5441 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Zapple: 

Q.  Mr.  Prescott,  what  portion  of  National  Skyway’s 
personnel  are  assigned  duties  with  your  wholly  owned  sub¬ 
sidiaries  which  carries  passengers?  A.  Their  duties  are 
not  assigned  in  a  full-time  operation.  For  instance,  we 
don’t  set  aside  two  crews  and  say,  “You  will  only  fly  for 
this  subsidiary.” 

But  for  instance,  if  the  subsidiary  takes  a  flight,  it  more 
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or  less  rents  pilots  from  the  master  organization.  As  I 
said,  that  thing  is  just  about  defunct  of  its  own  accord  now, 
and  we  don’t  anticipate  its  reviving. 

Q.  In  discussing  the  possibility  of  achieving  certain 
economies  when  National  Skyway  Freight  is  authorized 
to  operate  as  a  common  carrier,  you  state,  page  9  of  para¬ 
graph  4  of  your  prepared  statement,  that  higher  utilization 
of  planes  is  necessary,  and  higher  rates  are  essential. 

Do  you  mean  by  “higher  rates”  a  rate  higher  than  the 
one  proposed  by  you  in  this  exhibit?  A.  Well,  no;  higher 
than  we  have  been  able  to  get,  because  of  unrestricted  free 
competition,  unregulated  competition,  in  the  field. 

1  Q.  Would  I  be  correct,  then,  in  assuming  that  the  average 
ton-mile  rate  National  Skyway  will  use,  providing  they 
are  certificated,  upon  commencement  of  their  operation, 
would  be  13  cents?  A.  Yes,  our  rates  will  be  projected 
so  that  at  the  end  of  the  month  you  will  find  that 
5442  we  have  had  an  income  of  about  13  cents  for  every 
ton-mile  that  is  flown. 

Q.  Did  I  understand  you  correctly  to  testify  in  an¬ 
swer  to  certain  questions  that  were  propounded  by  Mr. 
Gribbon  that  on  a  number  of  occasions  American  Air¬ 
lines  contracted  to  transport  certain  freight  but  that  sub¬ 
sequently  National  was  called  in  and  actually  carried  this 
freight?  A.  Not  by  American.  American  had  a  contract 
with  Gilbert  Air  Freight.  That  is  a  freight  consolidator 
or  freight  contractor  in  Ne"w  York.  And  we  noticed  the 
Sudden  influx  of  business  from  Gilbert,  and  upon  investi¬ 
gation  we  found  out  that  it  was  freight  originally  con¬ 
tracted  for  American,  but  they  weren’t  carrying  it,  and 
Gilbert  asked  us  to  carry  it.  And  we  stopped  it. 

Q.  Do  you  know  the  reason  why  American  "wasn’t  car¬ 
rying  it?  A.  No,  we  didn’t  look  into  it.  We  just  knew 
that  we  "weren’t  going  to  carry  it. 
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5444 

•  •  •  •  # 

Examiner  Cusick:  Mr.  Prescott,  I  understood  in  the 
questioning,  in  your  cross  examination,  by  Public  Coun¬ 
sel,  with  respect  to  this  freight  you  received  from  the 
Gilbert  Company — 

The  Witness  :  Gilbert  Air  Freight. 

Examiner  Cusick: — That  you  refused  to  accept  it  after 
a  while? 

The  Witness:  We  eliminated  that  contract.  Yes,  sir. 

•  •  *  #  # 

5446 

H.  E.  Weihmiller 

•  •  •  #  • 

Direct  Examination 
By  Mr.  Meyers: 

Q.  Will  you  state  your  name  for  the  record,  please?  A. 
H.  E.  Weihmiller. 

«  •  •  •  # 

Q.  Would  you  state  your  connection  with  the  National 
Skyway  Freight  Corporation?  A.  I  have  been  retained 
as  a  consultant  to  the  National  Skyway  Freight  Corpora¬ 
tion  to  assist  in  the  certain  phases  of  operating  and  de¬ 
velopment  matters,  and  part  of  that  work  consisted  of 
supervising  the  preparation  of  this  exhibit. 

•  •  •  •  • 

5447 

•  •  •  •  # 

Cross  Examination 
By  Mr.  Page: 
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5449 

*  *  #  *  * 

Q.  Will  you  turn,  please,  to  Exhibit  75,  page  If  This 
exhibit,  Mr.  Weihmiller,  is  concerned  with  diversion  of 
business  from  existing  carriers,  certificated  carriers.  On 
the  succeeding  pages  of  this  exhibit  you  show  some  tables 
to  substantiate  statements  on  pages  1,  2,  and  3. 

Referring  to  the  second  paragraph  of  page  1,  in  the 
middle  of  the  paragraph  it  is  stated : 

“While  the  air  freight  data  shown  include  some 
freight  which  would  not  have  moved  by  air  express,  it 
appears  that  much  of  it  is  obtained  at  the  expense  of  air 
express,  which  in  the  immediate  previous  years,  showed 
a  steady  increase  year  by  year,  in  contrast  to  its  static 
state  shown  during  the  past  year.” 

Will  you  turn  to  page  6  of  that  exhibit!  The  tables  on 
page  6  would  be  illustrative  of  that  statement,  would  they 
not,  sir?  A.  They  were  used  in  plotting  the  chart  on 
page  4,  yes. 

Q.  Could  you  state  whether  the  drop-off  of  war  tonnage 
in  this  past  year  caused  some  of  the  static  or  de- 

5450  creasing  express  revenue?  A.  I  would  think  some 
of  it  was  due  to  drop-off  of  war  tonnage. 

*  #  #  *  * 

5453 

•  #  •  •  • 

!  I  have  one  more  question,  if  you  please. 

1  Exhibit  100,  page  1.  At  the  bottom  of  the  page,  Mr. 
Weihmiller,  you  state: 

“That  the  traffic  will  be  available  and  forthcoming 
to  fulfill  this  planned  growth  is  based  partly  on  the 
continuing  rate  of  growth  of  such  traffic  month  by 
month  for  both  the  Flying  Tiger  Line  and  the  com¬ 
bined  certificated  passenger  carriers  and  the  logical 
expectancy  that  such  growth  wTill  continue  reasonably 
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close  to  the  recent  trend  for  a  minimum  of  the  one 
year  in  advance  being  considered  here.” 

A.  Will  you  refer  to  that  again? 

Mr.  Meyers:  Page  1  of  Exhibit  100,  the  last  line  on  the 
page. 

By  Mr.  Page : 

Q.  That  conclusion,  Mr.  WeihmiUer,  I  take  it,  is 
5454  that  the  reliance  upon  a  trend,  both  the  continuing 
growth  of  your  company’s  business  and  a  logical 
expectancy  that  it  wiU  continue  for  a  year,  are  the  general 
bases  for  your  estimate  of  the  revenue  ton-miles  forecast. 

Now,  wiU  you  please  turn  to  page  9  of  Mr.  Prescott’s 
statement — page  8,  rather.  There  was  instruction  that  a 
question  I  put  to  Mr.  Prescott  be  reserved  for  Mr.  Weih¬ 
miUer. 

Referring  you  to  the  top  paragraph  of  page  8,  arabic 
number  9,  I  quote  you  the  next  to  the  last  sentence  in  that 
paragraph : 

“In  scheduUng  its  plane  operations  the  Flying  Tigers 
need  only  to  adapt  plane  service  to  freight  traffic.” 

Now,  in  order  to  adapt  plane  service  to  the  freight  traf¬ 
fic  in  setting  up  proposed  schedules,  is  it  not  necessary, 
Mr.  WeihmiUer,  to  show  some  definite  estimate  of  traffic 
over  such  routes?  A.  The  traffic  which  we  have  forecast, 
on  which  this  exhibit  is  based,  is  the  total  traffic  moving 
between  the  areas.  We  have  not  endeavored  to  set  forth 
the  estimated  traffic  over  any  point-to-point  segment  of 
that  application. 

We  expect  the  traffic  to  develop  variously  between  the 
various  points  in  the  areas,  and  we  wiU  adapt  a  plane  ser¬ 
vice  to  meet  that  traffic;  in  fact,  we  will  be  partly  instru¬ 
mental,  if  not  completely  instrumental,  in  determining 
where  that  traffic  wiU  develop,  by  our  sales  efforts. 
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5456 

*  •  *  •  # 

Cross  Examination 

By  Mr.  Gribbon: 

•  #  #  •  * 

5457 

•  *  #  *  • 

Q.  Do  you  feel  that  by  spreading  your  available  ton- 
miles  over  more  cities  and  thereby  reducing  the  amount  of 
service  given  to  any  one  city,  it  reduces  your  ton-mile 
cost  of  providing  that  service?  A.  I  don’t  quite  under¬ 
stand  the  full  import  of  your  question.  But  perhaps  it 
is  the  other  way,  that  we  feel  that  the  present  state  of 
development  of  air  freight,  in  order  to  gather  the  ton- 
miles  which  we  have  used  in  this  exhibit,  requires  going 
into  the  cities  for  which  we  have  asked.  And  that  is  quite 
a  diversified  number  of  cities. 

Q.  If  you  operate  a  given  volume  of  service  each  year, 
and  that  service  is  split  between  10  cities,  and  another 
carrier  operates  the  same  volume  of  service  and  that 
service  is  split  among  150  cities,  what  do  you  consider  the 
unit  cost  would  be?  A.  I  think  1  see  your  point.  In  gen¬ 
eral,  that  a  small  operation  between  a  number  of  cities  with 
the  spread  which  you  have  used  as  an  example,  would  re¬ 
sult  in  a  lower  cost  of  operation  between  the  smaller  num¬ 
ber  of  cities.  You  would  have  to  have  fewer  maintenance 
bases,  fewer  facilities,  at  the  10  cities,  naturally,  than  you 
would  at  the  150  cities. 

5458  So,  with  the  same  volume  of  traffic,  and  other 
things  being  equal,  it  would  certainly  be  more  eco¬ 
nomical  to  operate  between  10  cities,  at  the  same  ton-mile 
flow. 

Q.  Does  this  estimate  of  expenses  for  the  projected 
operation  apply  to  the  linear  route  system,  or  the  area 
certification?  A.  To  the  area  certification,  and  would 
apply  to  the  linear  route  system  as  well. 
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Q.  Do  you  feel  that  your  costs  would  be  the  same  for 
either  system?  A.  In  effect. 

Q.  Either  on  a  linear  route  or  area  system?  A.  In 
effect,  yes.  The  area  routes  we  have  asked  are  so  numerous 
that  they  really  form  an  area  pattern  again. 

Q.  So  you  wouldn’t  expect  to  serve  appreciably  more 
cities  on  your  area  service  than  you  would  through  your 
area  routes?  A.  Slightly  more;  only  slightly  more.  But 
not  to  the  extent  of  the  difference  of  the  example  that 
you  quoted. 

In  other  words,  our  linear  routes  cover  practically  all 
the  leading  cities  in  each  of  the  areas  for  which  we  have 
applied. 

Now,  if  we  were  limited  to  the  linear  service,  naturally 
we  would  be  limited  to  that  physical  number  of  cities 
that  could  be  summed  up  from  the  linear  application. 

If  we  were  certificated  from  the  area,  there  would  be 
additional  cities  outside  of  those  points  which  we  could 
serve.  But  that  increment  is  comparatively  small. 

Q.  I  see.  And  would  be  insufficient  to  affect  your 
5459  unit  costs?  A.  I  think  so. 

Q.  As  Exhibit  123,  page  2,  you  list  the  additional 
estimated  capital  requirements  for  operating,  of  property 
and  equipment.  Do  you  intend  to  have  station  facilities 
at  other  places,  other  than  those  named  on  that  page?  A. 
You  are  referring  to  123,  page  2? 

Q.  That  is  right.  A.  It  is  possible  that  the  develop¬ 
ment  of  the  traffic  may  require  us  to  have  some  additional 
facilities  in  other  cities.  As  we  see  it  at  this  time,  these 
would  be  the  first  cities  which  would  require  the  equip¬ 
ment  set  forth  in  this  exhibit. 

Q.  Your  cost  estimates,  then,  are  based,  are  they  not, 
upon  having  permanent  facilities  at  only  the  cities  named 
in  123,  is  that  it?  A.  This  cost  estimate  for  the  1947  year 
is  based  on  equipment  at  only  these  cities. 

Q.  Now,  where  will  your  traffic  and  sales  people  be 
stationed?  I  see  you  have  listed  38  of  them,  total.  Will 
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they  again  be  stationed  at  the  cities  named  in  Exhibit  123  ? 
A.  I  will  refer  you  to  Exhibit  S2,  page  1,  which  sets  forth 
the  traffic  and  sales  offices  in  the  chart  form. 

You  will  notice  in  the  middle  of  the  page,  under  ‘‘Offices,” 
“Sales  and  Traffic,”  where  we  have  listed  nine  cities  where 
they  will  be  located. 

Q.  Then  you  have  listed  about  20  more  cities  under 
“Agents”?  A.  That  is  right.  The  agents  are  shown 

5460  broken,  because  they  are  not  direct  employees  of 
the  company.  But  the  agents  plus  the  traffic  and 

sales  offices,  the  total  will  be  available  for  soliciting 
traffic. 

Q.  In  Exhibit  124,  page  1,  you  have  listed  personnel 
required,  sales  managers,  agents,  and  solicitors,  a  total 
of  3S.  Doesn’t  that  include  the  agents  that  you  show  in 
the  book  on  page  82 — Exhibit  82?  A.  No,  they  are  just 
our  own  employees. 

Q.  You  will  have  38  of  your  own  employees  at  these  nine 
cities?  A.  That  is  correct. 

Q.  And  elsewhere  you  will  hire  out  other  agents?  A. 
That  is  correct. 

Q.  Will  they  be  working  full-time  employees,  working 
full  time  for  you?  A.  The  agents? 

Q.  Yes.  A.  I  think  it  would  vary,  Mr.  Gribbon,  depend¬ 
ing  upon  the  city.  I  imagine  that  some  of  them  would 
have  other  interests  as  well  as  our  own. 

Q.  Then,  in  your  cost  items — I  probably  missed  it — 
where  is  your  item  for  the  payment  of  these  agents  who 
aren’t  employed  by  the  company?  A.  That  is  under 
“Commissions”  in  Exhibit  132,  page  5,  near  the  bottom, 
where  you  will  see  “Agents’  Commissions”  as  an  item  of 
expense. 

Q.  So,  for  all  of  these  nine  cities,  your  total  sales  de¬ 
velopment  expense  will  be  $12,000.  Is  that  right?  A.  Not 
sales  development  expense.  We  said  agency  commis- 

5461  sions,  $12,000. 

Q.  You  won’t  have  any  salesmen  of  your  own  in 
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these  other  cities,  will  you?  A.  We  may.  We  have  roving 
salesmen  out  of  these  bases  who  will  travel  from  city  to 
city,  assisting  the  agents,  and  developing  other  areas  be¬ 
sides  cities  in  which  their  offices  are  located. 

Q.  And  those  are  included  within  the  38?  A.  That  is 
correct. 

Q.  You  show  16  cargo  loaders,  I  believe,  in  Exhibit  124, 
page  1.  That  should  read  “loaders  and  handlers”  rather 
than  “leaders”?  A.  Yes,  loaders  and  handlers. 

Q.  And  will  they  be  stationed  at  your  eight  or  nine 
principal  cities?  A.  Yes.  We  have  a  chart  of  their  dis¬ 
tribution. 

Q.  Pardon  me?  A.  We  have  a  chart  of  the  distribu¬ 
tion  of  these  loaders.  More  will  be  stationed  at  the  cities 
where  the  traffic  is  heavy,  like  New  York,  San  Francisco, 
Chicago,  and  Los  Angeles. 

Q.  How  many  loaders  do  you  expect  you  would  need 
in  a  place  like  Chicago?  A.  We  have  provided  for  three 
full-time  loaders  at  Chicago. 

Q.  Y"ou  will  be  operating  around  the  clock  in  Chicago? 
A.  We  will  be  operating  through  Chicago  around  the 
clock.  I  can’t  say  that  we  will  be  loading  cargo  around 
the  clock  at  Chicago. 

5462  Q.  Even  though  you  were  operating  around  the 
clock,  you  might  confine  your  cargo  loading  and 
unloading  operations  to  5  or  6  hours;  is  that  it?  A.  It 
might  be  economical  to  do  that.  It  would  have  to  be  ad¬ 
justed  to  fit  the  planes  that  came  through  or  the  planes 
that  originated  there. 

There  may  be  intermittent  demand  on  these  cargo  load¬ 
ers,  varying  throughout  the  day  and  night. 

Q.  Numerically  speaking,  the  great  bulk  of  your  cities — 
at  the  great  bulk  of  your  cities  you  will  have  no  cargo 
loaders  employed  by  yourself,  will  you?  A.  If  you  are 
talking  about  the  bulk  of  the  cities  within  the  area,  there 
are  a  great  number.  It  is  true  that  a  large  number  of  those, 
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we  will  not  have  any  permanent  cargo  loaders  waiting 
there  for  the  occasional  traffic  that  may  come  there. 

Q.  Even  taking  your  linear  routes,  you  have  16  cargo 
loaders  altogether,  and  3  of  them  are  at  Chicago,  so  that 
you  can’t  have  them  at  many  cities!  A.  No. 

Q.  So  that  at  most  of  your  cities  you  will  be  dependent 
on  outside  help?  A.  You  say  ‘‘most  of  your  cities.”  I 
am  not  sure  what  you  designate  as  most  of  our  cities. 

Q.  Let  us  take  for  example  the  cities  you  named  in  your 
linear  routes.  A.  Yes. 

Q.  At  most  of  those  cities  you  will  not  have  cargo  load¬ 
ers  permanently  assigned,  will  you?  A.  That  is 
5463  correct. 

Q.  And  you  will  be  dependent  upon  some  outside 
organization  to  take  care  of  what  the  cargo  loaders  do, 
where  you  do  have  them?  A.  In  many  cases,  Mr.  Gribbon, 
we  found  from  the  experience  of  the  past  18  months  of 
operation  that  the  customer  prefers  to  supply  his  own 
loaders,  of  his  own  product,  which  he  feels  they  under¬ 
stand  very  well. 

In  occasional  instances  the  copilot  will  assist.  In  other 
instances,  well,  where  it  is  required,  we  will  hire  loaders, 
make  arrangements  to  have  loaders  hired,  as  the  demand 
calls  for  them. 

Q.  Where  in  vour  expenses  have  you  allowed  for  the 
cost  of  hiring  loaders?  A.  We  have  allowed  for  the  ex¬ 
pense  of  our  own  employees,  the  number  that  you  saw. 

Q.  I  am  speaking  of  the  work  that  will  have  to  be  done 
at  other  than  your  major  cities  that  you  just  indicated 
you  might  contract  for?  A.  That  would  be  a  miscellaneous 
item.  I  don’t  think  it  is  very  large. 

Q.  You  would  feel  that  that  would  be  a  relatively  small 
item  in  your  expenses?  A.  I  do. 

Q.  At  how  many  cities  wTould  you  have  cargo  loaders  of 
your  own?  A.  At  five  cities. 

Q.  At  five  cities.  Now,  do  you  know  how  many  cities 
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you  have  asked  to  serve  in  your  linear  routes?  At 

5464  any  rate,  you  have  asked  for  substantially  more 
than  five  cities;  isn’t  that  true?  A.  That  is  true, 

yes. 

Q.  And  the  16  loaders  will  service  the  five  cities?  A. 
That  is  true. 

Q.  But  the  cost  of  servicing  the  other  cities  will  be  in¬ 
substantial?  A.  Well,  you  must  remember  that  these 
loaders  are  not  confined  to  the  one  city  where  they  are 
located.  If  they  are  located  in  Miami  and  w~e  have  planes 
loading  throughout  the  State  of  Florida,  these  two  loaders 
assigned  to  Miami  will  go  to  the  points  where  the  planes 
are  loaded,  Mr.  Gribbon,  so  they  are  free  to  roam,  and  a 
number  of  extra  loaders  that  we  will  have  to  supply,  I  as¬ 
sume,  I  believe  rightly,  will  be  very  small. 

For  example,  loaders  in  New  York  will  cover  quite  a  bit 
of  the  eastern  area  in  addition  to  the  New  YTork  airport 
alone. 

Q.  How  many  loaders  will  there  be  in  New  YY>rk?  A. 
Four. 

Q.  You  would  expect  them  to  cover  New  York,  Boston, 
and  Baltimore,  too?  A.  In  many  instances,  yes. 

Q.  But  wherever  you  do  have  to  contract  out  for  this 
loading  service,  in  the  event  that  it  would  be  necessary, 
you  have  made  no  specific  allowance  for  it  in  your —  A. 
That  would  be  a  miscellaneous  expense  item,  along  with 
the  other  miscellaneous  expenses. 

Q.  That  would  be  down  here  under — which  one  of 

5465  these,  on  page  1,  Exhibit  132?  A.  There  are  two 
items  under  which  that  could  come  in.  One  is  “Other 

expenses.”  Also,  you  will  notice  in  the  summation  of  the 
expenses  we  have  allowed  a  very  liberal  contingency  fund 
for  any  unexpected  expenses  that  may  develop  of  that 
nature. 

Q.  What  portion  of  your  traffic  do  you  think  you  would 
carry  from  and  to  these  five  cities  at  which  you  have 
provided  for  loaders?  A.  That  is  very  difficult  to  say. 
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Perhaps  Mr.  Bartling  could  give  you,  from  his  experience 
of  the  past  year  or  six  months,  his  estimate  of  what  the 
percentage  of  their  current  traffic  is  to  those  cities. 

It  is  quite  appreciable  at  present.  That  is,  the  percentage 
is  quite  large. 

Q.  And  this  discussion  that  we  have  been  having  with 
respect  to  cargo  loaders  would  apply  to  other  ground 
operations  employees,  communications  people,  and  that 
sort  of  thing  also,  w’ould  it  not  ?  You  don’t  have  permanent 
facilities  or  permanent  personnel  at  all  the  cities  you 
expect  to  serve  ?  A.  That  is  correct. 

Q.  And  to  the  extent  that  you  would  need  them  at  other 
than  the  eight  or  nine,  or  five  cities,  you  would  have  to 
contract  out  for  those  services?  A.  We  have  discussed 
cargo  loaders.  What  other  employees  would  we  need  at 
the  other  cities  where  we  just  serve  occasionally,  except 
cargo  loaders  and  the  trucking  facilities  which  we  would 
hire? 

5466  We  have  salesmen  at  a  number  of  cities.  We  have 
cargo  loaders  at  five  cities,  which  wTould  be  trans¬ 
ported  perhaps  with  the  plane,  going  to  pick  up  the  cargo. 

Q.  How  about  warehouse  facilities?  A.  We  have  set 
forth  the  cities  where  we  intend  to  have  warehouse  facili¬ 
ties,  in  the  exhibit. 

Q.  And  in  the  event  you  needed  to  store  any  needed 
equipment  or  freight  at  any  other  than  those  few  cities, 
you  would  have  to  contract  out  for  it?  A.  If  we  had  to 
store  them  at  the  places  where  we  did  not  have  ware¬ 
houses,  yes,  but  we  would  have  to  contract  out  for  it. 
We  don’t  anticipate  that  that  would  be  a  very  important 
item  of  expense. 

Q.  And  in  your  opinion  there  will  be  no  difference  in 
the  unit  cost  of  operating  over  either  the  area  certifica¬ 
tion  or  the  linear  certification?  A.  I  answered  that  once 
before,  that  in  the  area  certification  we  w^ould  be  authorized 
to  operate  to  a  greater  number  of  cities  than  in  the  linear 
applications,  but  the  expense  should  not — I  estimate  the 
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expense  of  operating  the  area  certification  would  not 
appreciably  vary  from  the  linear  application,  because  the 
linear  application  covers  so  many  cities  that  it  is  really 
an  area  application  in  another  guise. 

5470 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Reilly: 

Q.  Mr.  Weihmiller,  you  mentioned  in  response  to  a 
question  of  Mr.  Gribbon  that  in  certain  instances  you 
would  have  cargo  handlers  go  from  New  York  to  Boston. 
Now,  have  you  set  up  anywhere  in  your  costs  expenses  to 
take  care  of  these  cargo  handlers  in  Boston?  A.  Do  you 
mean  the  expense  of  getting  them  there? 

Q.  Getting  them  there  and  keeping  them  there  and  tak¬ 
ing  them  back.  A.  The  expenses  of  getting  them  there, 
and  perhaps  in  returning  them,  in  many  cases  would  be 
nil,  because  they  would  be  flying  on  the  company 

5471  plane. 

The  expenses  of  keeping  them  there,  such  as 
their  per  diem,  for  overnight,  all  told  would  be  very  small, 
in  our  opinion. 

Q.  What  is  your  intention  with  respect  to  these  cargo 
handlers?  After  they  load  the  cargo  in  Boston,  will  they 
fly  back  to  New  York  and  perform  a  similar  job  in  New 
York?  A.  They  may  do  that,  or  they  may  go  on  with 
the  ship  to  destination.  I  think  the  demands  of  the  loads 
would  determine  just  what  they  would  do. 

Q.  You  mean  sort  of  a  flying  cargo  handler  that  goes 
along  with  the  ship  to  destination?  A.  Why  not?  If  it 
is  required  of  them. 
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5477 

•  *  •  •  • 

Q.  On  Exhibit  94,  page  4,  there  are  various  rates  quoted 
there,  one  of  which  is  “forwarder  freight,”  at  3V>  cents. 
Is  that  the  charge  by  the  railroad  to  the  freight  forwarder, 
or  the  charge  by  the  freight  forwarder  to  the  shipper?  A. 
I  am  not  sure  of  that, .Mr.  Reilly,  which  that  is.  I  will  check 
it  and  put  it  in  the  record  at  this  point  if  it  is  satisfactory. 

Q.  That  is  all  right. 

54:78  Examiner  Cusick:  It  can  be  submitted  in  letter 
form,  if  you  desire,  so  that  copies  will  go  to  all 
parties. 

The  Witness:  Thank  you. 

Bv  Mr.  Reillv: 

Q.  On  the  same  page,  referring  particularly  to  the  3 
million  tons  of  rail  express,  doesn’t  that  consist  of  cargo 
which  has  come  from  other  sources,  such  as  the  freight,  in 
other  words,  full  carloads  of  freight,  or  less  than  carloads 
of  freight  ? 

In  other  words,  something  moving  at  a  lower  rate  than 
rail  express?  That  is  the  result  of  a  penetration,  is  it  not? 
A.  You  mean  that  in  order  for  rail  express  to  have  attained 
this  3  million  miles  you  assume  that  it  has  penetrated  other 
types  of  shipment? 

Q.  That  is  right.  That  previously  moved  at  lower  rates. 
A.  To  some  extent,  but  it  has  probably  also  generated 
some  of  its  own,  in  that  without  rail  express  some  of  this 
traffic  might  not  have  moved  at  all  at  any  but  the  lower 
rate  types  of  transportation. 

Q.  That  may  very  well  be  true. 

Now,  wouldn’t  you  expect  that  anything  moving  at  a 
rate  lower  than  rail  express  would  first  be  moved  by  rail 
express  before  it  was  moved  by  air  at  a  much  higher  rate? 
In  other  words,  your  penetration  would  move  up  the  line 
progressively.  From  an  economic  standpoint.  A.  From 
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an  economic  standpoint  I  think  your  statement  has  a  lot 
of  justification. 

5480 

•  •  •  *  # 

Q.  On  Exhibit  101,  Mr.  Weihmiller,  at  the  bottom  of  the 
page —  A.  Page  what? 

Q.  Exhibit  101,  page  2,  there  is  reference  to  the  carriage 
of  fruits  and  vegetables  at  a  15-cent  ton  mile  rate  to  the 
extent  of  some  24  million  ton  miles  per  year. 

Now,  isn’t  it  rue  that  the  same  study  referred  to  reveals 
that  at  that  rate,  and  with  that  quantity  to  be  carried,  there 
will  be  two  fruits  and  only  a  few  vegetables  carried?  Re¬ 
ferring  to  tables  26  and  33  of  that  study.  A.  At  the  15- 
cent  rate  the  table  26  you  referred  to  shows  a  very  small 
number  of  types  of  commodities  moving.  True. 

Q.  And  the  same  is  relatively  true  to  the  next  classifica¬ 
tion  at  10  cents  per  ton  mile,  referring  to —  A.  The  num¬ 
ber  of  increases  with  each  decrease  in  the  cost.  That  is 
obvious. 

Q.  But  you  don’t  really  penetrate  the  market  until  you 
hit  3  cents,  don’t  you,  according  to  the  same  report?  A. 
The  same  report  shows  that  at  7  cents,  there  were  330 
million  ton  miles  which  I  would  call  an  appreciable  amount 
of  traffic. 

•  •  *  *  * 

5482 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Zapple: 

Q.  On  Exhibit  103,  page  1,  the  last  sentence  of  that  first 
paragraph,  you  state : 

“One  of  the  factors  in  determining  that  National 
Skyway  Freight  will  handle  about  20  percent  of  the 
total  air  freight  business  of  1947  is  based  on  the  fact 
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there  will  be  a  few  companies  in  air  freight  in 
5483  1947.” 

Assuming  that  this  does  not  happen,  what  effect 
if  any  will  that  have  on  your  forecast?  A.  If  there  are 
more  companies  in  existence  in  1947  than  we  have  generally 
estimated,  we  will  get  a  lesser  proportion  of  business. 

•  •  *  •  ♦ 

5486 

*  *  *  *  * 

William  E.  Bartling 

was  called  as  a  witness,  and  having  been  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Meyers: 

Q.  Will  you  state  your  name  for  the  record?  A.  Wil¬ 
liam  E.  Bartling. 

Q.  Are  your  qualifications  fully  set  forth  in  the  exhibit, 
Mr.  Bartling?  A.  Yes,  sir. 

Q.  You  are  cosponsoring  the  exhibits  indicated  on  page 
1  of  the  exhibit,  are  you  not,  and  on  page  2  of  Exhibit 
1?  A.  Yes,  sir. 

*  *  *  *  * 

5488 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Keilly: 

•  •  •  •  * 

5489 

•  •  •  •  * 

Q.  On  Exhibit  43,  page  1,  the  last  paragraph  there,  it 
is  said  that  the  take  off  -weight  of  a  C-47  was  increased 
1700  pounds.  Did  that  apply  only  to  non  scheduled  or  also 
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to  scheduled  operations?  A.  I  believe  it  applied  to  sched¬ 
uled  operations.  It  just  applied  to  the  airplane. 

Q.  And  the  top  of  the  following  page,  where  you  men¬ 
tion  a  14  cent  per  ton  mile  rate,  was  that  a  profitable  opera¬ 
tion  with  C-47’s?  A.  I  would  say  very  close  to  it.  We 
failed  to  stay  at  that  rate  level  long  enough  to  determine 
whether  it  was  profitable  or  not,  but  I  would  say  it  w’as 
very  close  to  it,  for  a  C-47. 

Q.  Considering  your  operations  at  that  time,  I  have 
reference  to.  A.  Yes.  Well,  as  you  see  by  this  rate  his¬ 
tory,  we  weren't  at  that  rate  level  much  more  than  a  month. 

Q.  I  am  just  wondering  how  you  made  out  during  that 
one  month,  whether  you  made  a  profit  at  your  own  opera¬ 
tions  of  14  cents  a  ton  mile?  A.  No,  sir. 

5490  Q.  All  right,  that  answers  the  question. 

And  this  appendix,  180,  the  affidavits  in  181,  who 
prepared  those  affidavits?  I  notice  considerable  similarity 
in  each  one  of  them.  A.  As  far  as  I  know,  these  gentle¬ 
men  prepared  them  themselves. 

Q.  Each  one?  A.  As  far  as  I  know. 

Mr.  Meyers:  We  concede  that  we  sent  a  suggested  form. 
They  actually  prepared  the  affidavits.  We  admit  that  the 
suggestion  came  from  Flying  Tiger  line. 

Mr.  Reilly:  Could  you  put  that  on  the  record? 

Examiner  Cusick:  It  is  on  the  record. 

Mr.  Reilly:  Oh,  excuse  me.  Thank  you.  That  is  all. 

Examiner  Cusick:  United,  Mr.  Stroud? 

Cross  Examination 
By  Mr.  Stroud: 

Q.  Mr.  Bartling,  will  you  turn  to  Exhibit  42,  please, 
page  1? 

Could  you  tell  us  what  percentage  of  your  net  loss  for 
the  12  months  ending  July  31,  1946,  is  allocable  to  your 
freight  operations?  A.  What  percentage  is  allocated  to 
the  freight  operations?  No,  sir,  I  don’t  think  I  could  give 
you  that  exact  percentage. 
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Q.  I  note  you  have  had  freight  revenues  of  $426,000, 
compared  to  $126,000  for  passengers,  which  according  to 
my  figures  comes  out  to  about  77  percent  of  your 

5491  revenues,  operation.  A.  On  the  proposed  opera¬ 
tion? 

Q.  Yes.  A.  I  would  say  it  would  be  about  70  percent 
on  the  overall,  and  with  the  90  percent — with  the  10  per¬ 
cent  non  revenue  flying  it  would  be  about  between  77  and 
78  percent. 

Mr.  Page:  Thank  you. 

Examiner  Cusick:  If  there  are  no  further  questions  of 
this  witness,  he  may  be  excused.  Thank  you,  Mr.  Bartling. 

(Witness  excused.) 

Examiner  Cusick:  Does  that  complete  your  case? 

Mr.  Meyers:  Yes,  sir,  except  for  one  point  raised  by 
TWA  this  morning,  if  they  desire  to  press  the  point  as  to 
Exhibit  160  and  170? 

Examiner  Cusick:  Yes.  There  was  objection  made  by 
counsel  for  TWA  at  the  morning  session  to  Exhibits  160, 
170  and  180. 

It  is  the  Examiner’s  understanding  that  the  Exhibits 
160  and  170  will  be  withdrawn  by  National  Skyway  Freight, 
and  the  objection  to  Exhibit  180  is  also  withdrawn  by 
TWA.  Is  that  correct? 

Mr.  Meyers:  I  won’t  burden  the  record  for  the  reasons 
of  putting  it  in  or  taking  it  out.  We  will  reserve  it  for  brief. 
Examiner  Cusick:  Very  well. 

Mr.  Reilly:  This  is  correct  so  far  as  I  understand. 
Examiner  Cusick:  Do  you  care  to  offer  the  exhibits  in 
evidence  at  this  time,  Mr.  Meyers? 

5492  Mr.  Meyers:  I  would  like  to  tender  the  exhibits 
in  evidence  at  this  time,  those  in  the  bound  volume, 

1  through  180,  with  the  exception  of  Exhibits  160  and  170, 
and  also  supplemental  Exhibit  32  A. 

Examiner  Cusick :  There  being  no  objection,  the  exhibits 
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referred  to  and  previously  identified  will  be  received  in 
evidence. 

(Exhibits  NSF  1-180,  inclusive,  with  exceptions  as  noted, 
and  supplemental  exhibit  NSF-32  A,  were  received  in  evi¬ 
dence.) 

t  •  •  i  i 

5498 

Charles  E.  Beard 

i  t  •  •  • 

Direct  Examination 
By  Mr.  Peyser: 

Q.  Will  you  state  your  full  name  to  the  Reporter  and 
your  present  position  with  Braniff  Airways?  A.  Charles 
E.  Beard,  Executive  Vice  President. 

Q.  Mr.  Beard,  is  the  statement  of  qualifications  in  Ex¬ 
hibit  BA-1  correct?  A.  Yes,  sir. 

Q.  Were  Exhibit  Nos.  1  to  25  inclusive,  except  Exhibit 
No.  4,  prepared  at  your  direction  and  under  your  super¬ 
vision?  A.  Yes,  sir,  they  were. 

Q.  And  do  you  at  this  time  vouch  for  the  correct- 

5499  ness  of  those  exhibits  and  adopt  as  your  testimony 
the  narrative  statements  shown  in  Exhibits  Nos.  2 

and  3?  A.  Yes,  sir. 

Q.  Referring  to  Exhibit  BA-6,  do  you  have  any  com¬ 
ments  with  respect  to  that  exhibit?  A.  I  would  merely  like 
to  point  out  that  the  costs  shown  there  are  the  costs  that 
we  have  undertaken  in  connection  with  industry-wide  air 
cargo  studies,  and  they  do  not  in  any  way  reflect  the  cost 
of  those  studies  which  we  made  on  our  own  initiative  and 
directly  in  connection  with  our  own  development  of  air 
cargo. 

Q.  And  is  it  true  that  the  exhibit  does  not  include  the 
expenses  of  your  personnel  so  engaged  in  your  investiga¬ 
tions?  A.  It  doesn’t  include  that,  or  any  of  onr  other 
costs  in  connection  with  such  enterprises. 
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Q.  Will  you  refer  to  your  Exhibit  BA-19  and  state 
whether  there  are  any  additions  or  comments  with  respect 
to  that  exhibit?  A.  I  would  like  to  read  into  the  record 
the  figures  for  the  months  of  October,  November,  and  De¬ 
cember  in  terms  of  pounds  carried,  as  shown  in  column 

B,  and  in  terms  of  revenue  as  shown  in  Column  C. 

I  do  not  have  the  figures  in  terms  of  total  number  of 
shipments,  as  shown  in  column  D  for  those  months. 

Reading  down  column  B:  October,  124,278;  November, 
123,940;  December,  175,942.  Now,  going  over  to  column 

C,  and  reading  down:  October,  $8,896.50;  November, 

$10,212.66;  and  December,  $14,000 — which  is  an  esti- 
5500  mated  figures. 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Page: 

•  •  •  •  • 

5505  Q.  I  would  like  to  ask  you,  Mr.  Beard,  what  defini¬ 
tion  Braniff  now  attributes  to  the  term  “air  cargo’’ ; 
that  is  to  say,  in  relation  to  the  various  exhibits  and  forms 
where  the  term  “air  cargo”  is  used.  What  is  meant?  A. 
Well,  if  it  is  referring  to  the  carriage  of  goods,  we  refer 
there  to  the  carriage  of  anything  except  air  mail,  pas¬ 
sengers,  and  such  property  as  might  be  carried  under  the 
air  express  agreement. 

Anything  else  would  be  deemed  to  be  air  cargo. 

•  •  •  •  • 

5512 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Morris  : 

Q.  Mr.  Beard,  you  are  the  policy  witness  for  your  com¬ 
pany?  A.  Yes,  sir. 
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Q.  Has  your  company  made  any  cutbacks  or  reductions 
in  its  equipment  orders  in  recent  months?  A.  No,  sir. 

•  •  *  *  * 

5515 

•  •  •  •  • 

How  many  planes  do  you  have  at  present,  if  any,  en¬ 
gaged  in  exclusively  air  freight  operations,  as  distinguished 
from  air  passenger,  mail,  and  express  operations?  A. 
Well,  we  have  two  airplanes  that  we  use  exclusively  for  air 
freight,  but  one  of  those  is  so  converted  that  we  also  use 
it,  if  the  occasion  demands,  for  passenger  charters. 

Q.  So  that  it  comes  down  to  one  plane  engaged  in  ex¬ 
clusively  freight  operations.  I  am  excluding  mail  and  ex¬ 
press,  you  understand?  A.  Yes. 

Q.  Does  that  plane  operate  on  a  scheduled  basis?  A. 
No,  sir. 

5516  Q.  Well,  just  how,  briefly,  does  it  operate?  Does 
it  operate  on  a  contract  basis  on  and  off  your  routes? 

A.  It  operates  on  contract  and  on  non-scheduled  and  sec¬ 
ond  section* 

Q.  Does  it  operate  off  vour  routes  or  only  over  your 
routes?  A.  No,  both  on  and  off  our  routes. 

Q.  In  other  words,  if  the  cargo  were  offered  going  any¬ 
where,  on  and  off  your  routes,  filling  or  substantially  filling 
that  plane,  it  would  be  loaded  with  that  cargo?  A.  As  a 
contract  operation;  yes,  sir. 

Q.  Well,  what  rates  would  you  use  where  the  contract 
calls  for  travel  or  flight  off  your  routes?  The  tariff  rate? 
The  ton-mile?  A.  We  use  the  basic  ton-mile,  yes,  sir.  I 
think  we  varied  from  it  once  or  twice,  but  only  to  the  ex¬ 
tent  of  a  couple  of  cents  a  ton-mile.  If  memory  serves  me 
correctly,  19  cents  per  ton-mile  is  the  lowest  rate  at  which 
we  have  accepted  a  contract  operation. 

Q.  Now,  in  that  contract  operation,  would  you,  on  the 
same  flight,  have  some  cargo  at  the  published  tariff  and 
some  at  the  reduced  tariff?  A.  Yes,  sir. 
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Q.  On  a  given  flight,  it  would  have  all  of  one  rate  or 
another ;  it  would  be  published  rates,  or  in  a  few  instances 
some  lower  rate?  A.  Yes,  sir.  Let  me  explain  further  that 
if  it  were  along  our  line  it  would  be  in  our  published  tariff 
rate. 

Q.  And  have  any  of  the  operations  of  this  par- 

5517  ticular  all-freight  plane  been  in  international  service, 
or  have  they  all  been  domestic?  A.  They  have  all 

been  domestic. 

Q.  Now’,  the  one  plane  that  you  say  is  suitable  for 
both  passenger  and  freight:  does  that  mean  that  the  seats 
are  removable,  and  that  you  can  take  them  all  out  and 
load  them  all  up  writh  freight,  or  has  a  larger  freight 
compartment  been  put  in?  Or  just  how  does  it  operate? 
A.  It  is  strictly  a  freight  airplane,  with  bucket  seats  on 
the  side  that  fold  up.  It  is  a  standard  Army  C-47. 

Q.  Well  now,  w’hen  it  has  been  chartered,  has  it  been 
chartered  for  combination  purposes,  of  both  freight  and 
passengers,  or  all?  A.  I  don’t  think  we  have  ever  had  a 
charter  that  consisted  of  both.  I  don’t  think  we  would 
have  had  any  objections  to  it  if  such  a  demand  were  made. 

Q.  I  note  by  your  Exhibit  BA-6  that  your  company  was 
a  contributor,  contractor,  in  connection  with  the  studies 
of  Air  Freight  Potential  made  by  Air  Cargo,  Inc.?  A.  Yes, 
sir. 

Q.  Does  your  company  have  a  copy  of  those  studies? 
A.  Yes,  sir. 

Q.  Are  you  willing  to  produce  them?  A.  No,  sir. 

Q.  Did  those  studies  influence  the  air  freight  policies  of 
your  company?  A.  Oh,  I  think  they  were  one  of  the  ele¬ 
ments  taken  into  consideration ;  parts  of  the  studies. 

•  •  •  •  • 

5518 

•  •  •  •  • 

Q.  Do  you  have  any  planes  which  are  devoted  to  cargo, 
excluding  passengers;  by  that  I  mean  any  which  might 
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handle  freight,  express,  and  mail,  but  then,  no  passengers. 
Do  you  have  any  flights  of  that  character?  A.  No,  sir. 

Q.  I  wish  you  would  turn  to  BA-17,  Mr.  Beard?  A. 
Yes,  sir. 

Q.  Your  first  column  shows  42  people  you  speak  of  as 
being  engaged  “substantially  or  solely”.  When  you  say 
“substantially,”  just  what  do  you  mean?  A.  I  would  say 
25  to  40  per  cent  of  a  man’s  time  is  a  substantial  con¬ 
tribution  to  a  single  activity. 

Q.  Well,  with  respect  to  the  people  who  are  devoting  25 
to  40  per  cent  of  their  time  to  freight,  what  other  activities 
in  general  would  they  have?  Are  they  sellers  or  solicitors? 
A.  Passenger  solicitation,  office  and  reservation  super¬ 
vision,  the  employment  and  the  training  of  personnel,  the 
solicitation  of  passenger  business,  the  maintenance  of 
liaison  -with  the  Post  Office  Department,  and  other  normal 
duties  of  a  traffic  representative  or  a  district  traffic  man¬ 
ager. 

Q.  Would  they  be  ticket  counter  people,  some  of  them? 
A.  No,  none  of  the  people  in  this  column  would  ordinarily 
work  behind  the  ticket  counter. 

Q.  Now,  the  air  freight  supervisors:  Are  they  devoted 
exclusively  to  air  freight  activities?  A.  Not  ex- 
5519  clusively,  no,  sir,  but  they  are  designated,  because 
of  particular  training  in  that  field,  to  take  care  of 
those  inquiries  and  to  take  care  of  that  phase  of  the  busi¬ 
ness. 

Q.  What  percentage  of  their  respective  working  hours 
would  you  say  are  devoted  to  air  freight  activities?  A.  I 
am  afraid  I  couldn’t  estimate  that,  because  that  would 
depend  entirely  upon  the  volume  of  inquiries  received  and 
the  volume  of  shipments  received.  I  have  no  way  of  esti¬ 
mating  that. 

Q.  Now,  the  374  persons  listed  under  “Reservations  and 
City  Ticket  Office  Personnel”:  they  are  the  people  who 
would  normally  answer  your  telephone  or  sell  you  your 
ticket  if  you  contacted  Braniff?  A.  Yes,  they  are  avail¬ 
able  to  handle  any  incoming  calls  from  the  public. 
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Q.  Do  you  have  any  means  of  estimating  the  amount  of 
their  time  that  would  be  devoted  to  air  freight  operations  ? 
A.  I  am  sorry,  I  don’t.  That,  again,  would  depend  entirely 
upon  the  number  of  inquiries  received  from  the  public. 

•  •  *  •  • 


5520 

•  •  •  •  • 

By  Mr.  Craven: 

Q.  Do  you  take  the  position,  Mr.  Beard,  that  if  there 
are  losses  in  establishing  your  air  cargo  business,  those 
losses  ought  to  be  subsidized  by  the  Government?  A.  No, 
I  don’t  think  we  'would  necessarily  take  that  position,  un¬ 
less  the  losses  were  entirely  unavoidable. 

If  I  may  finish:  That  is  why  we  have  directed  our  ac¬ 
tivities  in  the  way  that  seemed  to  us  to  get  the  maximum 
revenue  at  a  minimum  of  expense  and  at  a  minimum  of 
loss. 

Q.  Well,  suppose  you  exercised  the  highest  degree  of 
managerial  skill,  but,  naturally,  there  were  initial  deficits 
in  the  establishment  of  this  cargo  business.  The  way  your 
accounts  are  kept,  if  these  operating  deficits  were  in¬ 
creased,  and  increased  sufficiently,  it  would  result  in  in¬ 
creasing  the  losses  which  are  subject  to  consideration  in  the 
fixation  of  your  mail  subsidy?  A.  Yes.  But  I  have 

5521  no  way  of  knowing  what  position  the  Civil  Aero¬ 
nautics  Board  would  take  about  continuing  heavy 

deficits  to  develop  that  phase  of  the  business. 

Q.  Yes.  I  understand  that. 

Now,  you  are  not  proposing  to  set  up  a  separate  corpo¬ 
ration  to  conduct  your  air  cargo  operation,  so  as  to  segre¬ 
gate  and  keep  separate  the  charges  and  avoid  increasing 
the  necessity  for  a  mail  subsidy,  are  you?  A.  No. 

Q-  You  could  do  that,  could  you  not?  A.  Yes,  sir. 

Q.  And  you  are  not  proposing  to  so  keep  your  accounts 
as  to  permit  a  segregation  by  proper  processes  of  alloca¬ 
tion  of  the  revenues  and  expenses  in  such  a  manner  as  to 
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segregate  and  keep  separate  your  air  cargo  losses  from 
your  ordinary  operating  losses? 

*  •  *  •  • 

The  Witness:  We  propose  to  keep  our  accounts  exactly 
as  the  Civil  Aeronautics  Board  has  asked  us  to;  and  if 
they  would  make  such  a  request,  we  would  do  it. 

By  Mr.  Craven: 

Q.  But  as  the  accounts  are  now  required  to  be 

5522  kept,  they  will  not  be  kept  in  such  a  manner  as  to 
segregate  these  losses?  A.  I  am  not  a  bookkeeper. 

I  don’t  know. 

Q.  Don’t  you  know  that,  just  as  a  matter  of  general  in¬ 
formation?  A.  Amazing  as  it  may  be,  1  just  don’t  know 
that. 

*  •  •  *  * 

5523 

•  •  *  •  * 

Q.  Will  you  look  at  Exhibit  17,  please?  As  I  understand 
it,  you  are  not  in  a  position  to  give  any  estimate  of  the 
total  expense  of  this  personnel  in  point  of  either  salaries 
or  total  expense  for  the  part  of  their  activity  which 

5524  is  applicable  properly  to  the  air  freight  service? 
A.  No,  sir,  I  am  not. 

Q.  You  can’t  give  any  estimate  of  that,  can  you?  A. 
No,  sir. 

•  •  •  •  • 

5525 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Seamon: 

•  •  •  •  # 

5526 

i  •  t  t  • 

Q.  Now,  it  is  my  understanding  from  your  narrative 
statement  that  you  feel  that  as  a  part  of  the  general  pio- 
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neering  work  of  all  the  airlines  in  getting  the  merchant 
and  the  doctor  and  the  lawyer  to  transport  their  bodies  by 
air,  there  resulted,  in  the  war  experience,  the  develop¬ 
ment  of  a  certain  potential  in  transporting  their  property 
by  air?  I  am  now  referring  to  your  statement  in  the 
second  paragraph  of  page  1:  that  the  transportation  of 
property  by  air  has  evolved  through  the  years  to  its  pre¬ 
sent  potential.  A.  I  think  that  is  right. 

Q.  And  do  you  think  that  present  potential  is  now  exist¬ 
ing  full  blown,  to  be  plucked?  Or  don’t  you  think  there  is 
still  an  awful  lot  of  work  to  be  done  to  develop  that 
potential?  A.  I  am  not  sure  I  can  answer  that  question 
as  directly  as  I  would  prefer  to,  because  I  don’t  know, 
when  people  talk  of  potential,  what  they  mean.  The  de¬ 
termination  of  a  potential,  so  far  as  the  mere  existence  of 
property  to  be  moved  is  concerned,  is  easily  determinable. 
The  determination  of  potential  in  terms  of  a  satisfactory 
rate — I  mean  satisfactory  from  the  standpoint  of  the 
operator — is  an  entirely  different  matter. 

Q.  Let’s  put  our  emphasis  on  the  plucking,  rather 

5527  than  on  the  potential,  Mr.  Beard. 

In  other  words,  irrespective  of  what  the  potential 
may  be  at  certain  rates,  don’t  you  still  think  there  is  a  lot 
of  work  to  be  done  to  develop  and  generate  that  potential? 
A.  I  think  there  is,  and  I  think  there  still  is  a  good  deal 
of  resistance  to  be  overcome,  that  hasn’t  been  overcome 
and  won’t  be  overcome  overnight. 

•  •  •  •  • 

Q.  Your  air  freight  service  is  restricted,  then,  entirely 
to  either  a  contract  service,  which  pays  you  to  put 

5528  the  plane  in  operation,  or  to  such  space  as  you  may 
have  on  your  ships  flying  over  the  regular  routes ;  is 

that  correct?  A.  No,  I  don’t  like  your  use  of  the  word 
“restricted”,  because  there  is  no  restriction. 

Q.  As  a  practical  matter,  that  has  been  your  experience? 
A.  In  effect,  that  it  what  we  are  operating,  because  there 
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has  not  been  any  indication  of  a  potential  that  would 
warrant  a  regular  scheduled  operation.  And  when  there 
is  such  an  indication,  we  will  operate  such  a  schedule,  or 
schedules,  as  needed. 

Q.  But  you  have  never  operated  an  exclusive  schedule  on 
an  experimental  basis  to  see  what  results  you  would  have, 
have  you?  A.  It  wasn’t  necessary. 

Q.  Then  the  only  air  freight  service  upon  which  any 
shipper  in  any  city  on  your  route  could  rely  would  be 
such  space  as  was  available  on  one  of  your  regular  flights 
which  was  not  taken  up  by  passengers,  mail,  or  express? 

•  •  •  •  « 

5529 

•  •  *  *  # 

The  Witness:  No,  your  statement  is  not  accurate,  sir, 
because  we  have  operated  and  do  operate  second  sections 
when  necessary  to  carry  freight  beyond  what  we  can  carry 
in  our  regular  schedules. 

By  Mr.  Seamon: 

Q.  You  mean  you  would  put  on  a  second  section — a 
second  schedule  just  to  carry  freight?  A.  Yes,  sir,  we 
have  done  it. 

Q.  How  many  times  would  you  say,  in  the  last  three 
years?  A.  Oh,  I  have  no  way  of  knowing.  I  know  we  had 
a  period  of  about  six  months  when  we  ran  a  special  section 
wherever  necessary  between  Chicago  and  Laredo,  Texas. 

Q.  Did  you  run  that  section  whether  or  not  it  made 
money,  whether  or  not  it  was  profitable?  A.  Yes.  We 
didn’t  make  money  on  every  one  of  those  second  sections. 

•  *  •  *  * 

5530 

•  i  •  •  • 

Q.  I  won’t  burden  the  record  further.  I  think  the  rest 
is  argumentative. 
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Now,  will  you  refer  to  page  5  of  BA-3?  On  that,  you 
have  made  the  statement  that  the  limitations  imposed  on 
your  operation  effectively  restrain  the  company  from  in¬ 
vesting  in  surplus  aircraft  for  the  purpose  of  entering 
into  rate  competition  with  the  non-scheduled  car- 

5531  riers.  That  is  the  second  complete  paragraph  of 
page  5.  You  have  also  mentioned  there  that  Lone 

Star  shows  a  net  payload  capacity  per  mile  of  eight 
thousand  pounds. 

Do  you  know  whether  or  not  the  Lone  Star  operation 
is  in  accordance  with  the  CAA  requirements  of  26,900 
pounds?  A.  I  don’t  know. 

Q.  You  don’t  know  that  it  isn’t,  do  you?  A.  I  think 
that  the  eight  thousand  pounds  was  taken  from  Lone 
Star’s  exhibits. 

Q.  But  you  don’t  know  whether  their  total  load  opera¬ 
tions  conforms  with  the  CAA  requirements  of  26,900 
pounds  gross  load  of  an  exclusive  air  cargo  operation? 
A.  I  don’t  see  how  it  could  be  very  much  less  and  still 
have  an  eight  thousand  pound  payload. 

Q.  You  don’t  know  what  their  operations  have  been, 
do  you?  A.  No. 

Q.  You  don’t  know  what  their  normal  average  load 
is  that  they  have  taken  out  of  Texas  and  flown  over  any 
routes,  do  you?  A.  No. 

Q.  Isn’t  it  a  fact,  then,  that  the  limitations  that  you 
are  talking  about  which  effectively  restrained  you  from 
going  into  the  business  have  not  been  due  to  any  question 
of  weight  limitation  which  may  have  been  imposed  or  may 
not  have  been  imposed,  but  due  to  the  fact  that  you  have 
not  been  willing  to  invest  or  take  any  losses  in  that  opera¬ 
tion?  A.  No. 

Q.  Or  because  you  felt  that  the  equipment  was 

5532  not  economic  from  the  standpoint  of  an  air  freight 
operation?  A.  That  was  a  partial  contributing  fac¬ 
tor. 
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Q.  Would  that  not  be  a  more  substantial  contributing 
factor  than  your  actual  fear  of  the  weight  limitations  on 
the  other  planes  as  opposed  to  your  own?  A.  No,  on  the 
contrary,  sir,  the  rates  by  the  non-scheduled  carriers 
were  based  on  a  capacity  which  in  our  judgment  the  air¬ 
plane  should  not  be  asked  to  carry. 

And  as  a  consequence,  they  could  arrive  at  a  ton-mile 
rate  substantially  below  that  which  we  were  willing  to 
operate  on.  And  those  are  exactly  the  limitations  we  are 
talking  about  here,  and  those  were  the  limitations  that 
affected  us  in  our  decisions. 

We  have  never  made  a  decision  against  the  full  develop¬ 
ment  of  air  freight,  and  we  intend  to  continue  to  develop 
it  on  a  sound  and  conservative  basis  which  doesn’t  place 
a  burden  either  upon  our  stockholders  or  upon  the  Gov¬ 
ernment,  and  which  does  not  give  to  a  few  specific  shippers 
an  advantage  which  other  shippers  do  not  have. 

Q.  Have  you  concluded,  Mr.  Beard?  A.  Yes,  sir. 

Q.  Do  you  know  what  rates  they  were  charging  on  the 
contract  basis?  A.  I  know  what  rates  were  quoted  against 
us  from  time  to  time. 

Q.  What  rates  were  you  quoting  on  a  ton-mile  basis? 
A.  The  best  rate  we  ever  quoted  was  15  cents  a  ton-mile. 
And  the  lowest  rate  at  which  we  ever  accepted  a  shipment 
was,  I  believe,  19  cents  a  ton-mile. 

5533  I  could  be  wrong  half  a  cent  one  way  or  the  other. 

And  on  the  15  cents  a  ton-mile  basis,  we  lost  the 
business.  I  am  sorry  I  can’t  remember  the  person  who  got 
the  business,  but  they  got  it  at  9%  cents  a  ton-mile. 

•  •  •  #  « 

Q.  Do  you  know  that  you  had  the  opportunity  of  running 
regular  schedules  over  your  own  route?  A.  Well,  we  still 
have  the  opportunity,  any  time  there  is  a  potential  that 
indicates  it  ought  to  be  done. 

Q.  And  that  potential  would  be  indicated  by  the  shipper 
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seeing  your  people,  wouldn’t  it?  A.  Yes.  As  a  matter  of 
fact,  we  made  a  very  careful  study  of  what  might  be  avail¬ 
able,  and  including  the  air  freight  which  is  currently 
available  on  a  regularly  scheduled  basis,  together  with  the 
airmail  that  would  be  available,  wouldn’t  justify,  up  to 
the  time  we  made  our  last  study  of  that — about  a  month 
and  a  half  or  two  months  ago — wouldn’t  justify  the  opera¬ 
tion  of  an  exclusive  cargo  schedule. 

Q.  That  so-called  study  was  never  based  upon  the  actual 
operation  of  a  regular  schedule,  was  it?  A.  With  rare 
exceptions,  we  haven’t  had  cargo  sufficient  to  fill  our  ex¬ 
isting  schedules  offered. 

Q.  Now,  looking  on  your  Exhibit  BA-17,  at  page  1,  am 
I  •  correct  in  the  assumption,  based  upon  your  previous 
testimony,  that  there  isn’t  any  person  listed  in  your 
columns  B,  C,  or  D,  who  is  engaged  exclusively  for  the 
purpose  of  air  freight?  A.  No,  you  are  not  correct. 
5534  Column  B  is  headed  “Personnel  Engaged  Substan¬ 
tially  or  Solely  in  Solicitation  of  Freight”. 

Q.  Can  you  tell  me  how  many  of  the  persons  in  that 
column  engaged  in  air  freight  were  hired  specifically  for 
that  purpose?  A.  Yes,  we  had  four  freight  managers 
hired  specifically  for  that  purpose.  With  respect  to  the 
traffic  representative  personnel,  I  can’t — 

Q.  Excuse  me  just  a  minute,  Mr.  Beard.  Are  those  the 
four  division  cargo  managers  assigned  to  the  four  Braniff 
Division  Cargo  offices?  A.  Yes. 

Q.  Those,  I  see  in  the  note  at  the  bottom,  are  in  addition 
to  those  listed  in  the  column?  A.  Yes;  I  am  sorry.  With 
respect  to  traffic  representatives,  I  can’t  tell  you,  because 
we  leave  it  to  the  district  managers  who  direct  their  activi¬ 
ties  to  assign  certain  of  them  to  freight  solicitation. 
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5537 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Beitel: 

Q.  Mr.  Beard,  with  reference  to  Exhibit  BA  19,  page  1, 
could  you  give  us  the  cost,  either  total  cost  or  cost  per 
ton  mile,  of  carrying  the  pounds  shown  in  the  exhibit? 
A.  No.  I  can  give  you  a  general  statement,  is  all.  I 
couldn’t  give  you  specific  costs. 

We  know  what  our  direct  operating  cost  of  an  airplane 
is,  and  our  freight  rates  are  set  so  as  to  give  us  a  profit 
over  and  above  the  direct  operating  costs  which  include 
your  pilot,  copilot,  depreciation  of  the  aircraft,  hull  insur¬ 
ance,  and  all  of  the  other  things,  but  excludes  your  passen¬ 
ger  service  costs.  We  make  a  small  allocation  of  general 
overhead,  and  our  rates  are  then  set  to  show  us  a  profit. 

I  think  however,  there  is  a  point  here  that  may  possibly 
have  been  overlooked,  and  because  it  relates  directly  to 
your  question,  I  will  go  on  and  give  it,  if  I  may? 

Q.  Go  ahead.  A.  That  is  this:  That  the  bulk  of  these 
revenues  are  revenues  derived  through  the  use  of  other¬ 
wise  unoccupied  space  on  airplanes  which  we  were  running 
on  regular  schedule  in  any  event,  and  as  a  conse- 

5538  quence,  rather  than  creating  a  situation  by  which 
a  subsidy,  as  it  has  been  termed,  and  I  take  excep¬ 
tion  to  the  use  of  that  term,  we  have  actually  arrived  at 
revenues  which  reduce  the  amount  we  might  have  to  have 
in  the  form  of  mail  pay  because  we  got  those  revenues 
out  of  otherwise  empty  space. 

•  *  *  •  • 

5541 

•  t  •  t  • 

Q.  The  Kailwav  Express  Agency  contract,  air  express 
division,  of  Braniff  Airways,  is  still  in  existence,  is  it 
not?  A.  Yes,  sir. 
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Q.  And  that  contract  states,  does  it  not,  “that  the  con¬ 
tracting  parties  will  devote  their  mutual  best  efforts  to 
the  development  of  air  express’'?  A.  I  believe  it  has 
some  such  statement  as  that. 

•  •  •  •  • 

5546 

•  •  •  •  • 

By  Mr.  Beitel: 

Q.  Braniff  now  receives  60  cents  a  ton  mile  for  trans¬ 
portation  of  mail?  A.  Yes,  sir. 

Q.  And  is  it  the  position  of  Braniff  that  the  rate  of  60 
cents  a  ton  mile  does  not  include  any  subsidy?  A.  Yes, 
sir. 

Q.  That  is  more  than  you  received  for  carrying  pas¬ 
sengers,  is  it  not?  A.  I  would  describe  it  as  a  reverse 
subsidy. 

Q.  60  cents  a  ton  mile  is  more  than  you  received  for 
carrying  passengers,  is  it  not?  A.  Yes,  sir. 

Q.  And  more  than  you  received  for  carrying  freight? 
A.  Yes,  sir. 

Q.  Have  Braniff  Airways  ever  given  air  freight  pri¬ 
ority  over  passengers  on  its  scheduled  operation?  A. 
Yes,  during  the  period  of  the  war. 

Q.  When  it  was  given  priority  by  the  Priorities  Control 
Division?  A.  Yes,  sir. 

Q.  But  not  since?  A.  Not  in  its  regularly  scheduled 
operation,  no. 

1  Q.  But  you  do  occasionally  give  priority  to  air  express 
when  prior  reservation  has  been  made?  A.  Yes. 

5547  We  permit  reservations  to  be  made  for  freight, 
incidentally,  if  that  is  what  you  mean  by  “priority.” 

I  misunderstood  your  use  of  the  term. 

Q.  Yes.  A.  Yes,  I  think  it  is  200-pound  shipments  or 
more,  we  permit  a  reservation  to  be  made  in  advance. 

1  Q.  Over  your  present —  A.  You  see,  the  deferred  clause 
gives  us  the  right  to  defer.  It  doesn’t  necessarily  indicate 
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that  it  will  be  deferred,  and  we  do  have  a  procedure  under 
which  we  do  make  reservations  for  air  freight  as  well  as 
for  air  express.  We  haven’t  taken  any  policy  steps  in  our 
company  to  exclude  any  appreciable  service  that  the  public 
requires. 

Q.  This  is  my  understanding,  and  is  this  correct:  If 
proper  reservation  is  made,  Braniff  Airways  will  trans¬ 
port  in  its  combination  passenger-cargo  planes,  over  its 
existing  routes,  air  freight  in  preference  to  passengers? 
A.  Yes,  sir. 

Q.  And  in  preference  to  air  express,  for  which  no  reser¬ 
vation  has  been  made?  A.  Yes,  sir. 

Q.  In  preference  to  mail?  A.  No.  Which  is  one  of  the 
reasons  the  carrier  is  entitled  to  a  higher  rate  for  mail 
than  for  other  things. 

•  *  •  •  • 

5549 

•  •  •  •  # 

Cross  Examination 
By  Mr.  Beasley: 

Q.  Mr.  Beard,  will  you  turn  to  page  4  of  BA  3?  The 
second  sentence  of  the  last  complete  paragraph  reads : 

“Aside  from  the  fact  that  the  exhibits  of  these 
same  applicants,  plus  our  own  experience,  makes  it 
clear  that  large  fleets  of  aircraft  could  be  kept  busy 
today  only  if  the  air  freight  being  transported  were 
moving  at  rates  substantially  below  cost,  #  #  #  ” 

What  exhibits  do  you  refer  to  in  that  sentence?  A.  I 
think  that  sentence  was  written  as  a  result  of  the  examina¬ 
tion  of  the  operating  statistics  of  exhibits  of  various  appli¬ 
cants,  combined  with  our  own,  in  that  phase  of  the  sentence, 
relating  to  our  own  experience. 

Q.  And  what  part  of  the  operating  exhibits  do  you 
have  in  mind  as  basing  your  judgment  stated  in  that 
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sentence?  A.  The  part  that  shows  whether  you  made  a 
profit  or  not. 

Q.  In  other  words,  it  is  the  portion  showing  that  they 
have  a  loss?  A.  Yes,  that  would  be  as  conclusive  as  any 
that  I  know  of. 

Q.  Are  you  familiar  with  the  period  over  which  the 
applicants  whose  operating  costs  you  referred  to  have 
been  in  business?  A.  Only  generally.  Most  of  them 

5550  came  into  business,  if  not  all  of  them,  after  peace 
with  Japan  and,  that  is,  the  cessation  of  hostilities 

with  Japan.  There  may  have  been  one  or  two  before  that 
but  I  don’t  think  so. 

Q.  You  would  say  then,  within  the  last  18  months?  A.  I 
think  so. 

Q.  Do  you  know  whether  any  of  the  losses  occurring 
resulted  from  acceptance  of  business  for  purely  develop¬ 
mental  purposes  even  though  it  was  loss  business?  A.  I 
would  have  no  way  of  knowing  that,  no,  sir. 

Q.  You  would  have  no  way  of  knowing  whether  that  is 
true  or  not?  A.  No,  sir. 

•  •  •  •  • 

5551 

•  •  •  •  • 

Q.  Page  4,  Exhibit  BA  3,  the  first  sentence  of  the  last 
complete  paragraph.  It  refers  to  the  fact  that,  according 
to  the  exhibit,  much  has  been  made  of  Braniff’s  failure 
to  purchase  large  fleets  of  surplus  Army  aircraft.  Am  I 
correct  in  understanding  the  position  of  the  company  ,to  be 
in  that  sentence  that  you  do  not  believe  the  capital  outlay 
for  such  a  large  fleet  of  surplus  Army  aircraft  is  justified? 
A.  Yes.  We  had  no  evidence  of  justification  for  such 

5552  an  investment. 

Q.  For  use  in  air  cargo  freight  purposes?  A. 
Yes,  sir.  And  I  haven’t  seen  any  evidence  yet. 

Q.  In  the  third  sentence  of  that  same  paragraph  you 
state: 


2261 


Excerpts  from  Testimony  of  Charles  E.  Beard 

“First,  each  airline  was  in  the  process  of  committing 
itself  for  substantial  purchases  of  sufficient  multi-type 
equipment  •  *  #  ” 

and  then  you  go  on  to  say  to  meet  demand.  Insofar  as  Bran- 
iff  was  concerned,  that  was  solely  for  the  purpose  of  pas¬ 
senger  traffic,  the  equipment  contemplated  ?  A.  No.  When 
we  purchased  equipment,  when  we  placed  the  orders,  we 
contemplated  all  kinds  of  traffic. 

The  new  equipment  being  purchased  was  purchased  pri¬ 
marily  for  use  in  our  regular  scheduled  operation.  We 
contemplated  the  possibility  of  then  converting,  of  having 
a  demand  sufficient  to  permit  us  to  convert  some  of  our 
existing  passenger  ships  into  cargo  ships. 

So  that  it  was  a  well  rounded  decision. 

•  •  •  •  • 

5554 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Grisard: 

•  •  •  •  • 

5557 

•  •  •  •  • 

Q.  In  subsection  C,  you  reserve  to  yourself  the  right  to 
determine  the  priority  of  the  carriage,  and  to  accept  ship¬ 
ments  subject  to  available  space  after  the  accommodation 
of  air  mail,  passengers,  and  air  express. 

How  is  this  reservation  affected  by  any  reservation 
which  might  be  made  for  the  carriage  of  a  shipment  over 
200  pounds?  A.  Well,  this  gives  us  permission  to  do  so. 
It  does  not  say  that  we  will  irrevocably  handle  air  freight 
on  that  basis.  But  this  gives  us  permission  to  do  so,  if 
we  choose  to  do  it. 

Q.  You  are  required,  however,  to  give  first  priority  to 
air  mail.  Is  that  right?  In  your  combination  service.  A. 
Yes.  And  it  gets  it. 
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5559 

•  •  t  i  • 

Q.  And  have  you  found  that  some  communities  which 
do  not  generate  any  substantial  amount  of  passenger  travel 
might  generate  an  over-size,  or  outsize  amount  of  freight 
traffic?  A.  No.  That  has  not  been  our  experience. 

Q.  Would  it  be  proper  to  say,  then,  that  the  amount  of 
air  freight  service  which  you  provide  to  each  point  on 
your  system,  is  limited  by  the  number  of  schedules  which 
you  put  into  that  point?  A.  No,  that  would  not  be  cor¬ 
rect. 

Q.  How  would  it  not  be  correct?  A.  Because  we  have 
cargo  ships  on  which  we  could  operate  special  sections, 
second  sections,  or  they  would  be  designated  as  second 
sections  if  there  was  the  business  there  to  warrant  it. 

Q.  But  you  would  require  a  certain  minimum  amount  of 
traffic  before  you  would  put  a  second  section  on?  A. 
Yes.  I  am  afraid  if  we  went  around  helter-skelter,  run¬ 
ning  second  sections  every  time  some  one  had  four  pounds 
to  carry,  or  where  there  was  one  passenger  to  carry,  we 
would  be  subject  to  grave  criticism. 

5560  I  think  the  Board  has  already  expressed  itself  on 
that  matter  in  a  number  of  route  decisions. 

•  •  •  •  • 

5561 

•  •  •  •  • 

Q.  Mr.  Beard,  do  you  think  that  the  air  freight  business 
demands  through-one-plane  service?  A.  I  think  that  for 
its  proper  development,  that  is  going  to  be  an  important 
factor.  It  is  important,  in  particular,  with  respect  to  cer¬ 
tain  types  of  cargo. 

Q.  And  do  you  contemplate  the  interchange  of 

5562  equipment,  for  example,  in  order  to  provide  that 
service  over  the  different  routes?  A.  We  have  no 

plans,  and  we  have  not  thought  of  any  plans  for  many, 
many  years,  relating  to  interchange  of  equipment. 
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Q.  And  in  so  far  as  movement  over  your  routes  is  con¬ 
cerned,  that  will  be  by  interchange  of  traffic,  or  transship¬ 
ment  of  traffic,  at  connecting  points?  A.  Yes,  sir. 

•  •  •  •  * 

5566 

•  •  •  •  i 

Oscar  W.  Crane 

•  •  •  •  * 

Direct  Examination 
By  Mr.  Peyser: 

Q.  Will  you  state  your  full  name,  please,  and  present 
position  with  Braniff  Airways?  A.  My  name  is  Oscar 
W.  Crane,  and  I  am  Assistant  Treasurer  of  Braniff  Air¬ 
ways. 

•  •  •  •  • 

Q.  All  right.  Will  you  make  those  corrections  or  com¬ 
ments,  please?  A.  On  our  Exhibit  BA-4,  Braniff 

5567  financial  and  operating  statistics,  the  financial 
figures  given  are  thousands  of  dollars.  That  is,  the 

three  zeroes  have  been  left  off.  For  example,  under  1937, 
in  column  B,  passenger  revenues  would  be  496  thousand  dol¬ 
lars;  not  just  merely  496. 

And  on  Exhibit  BA-31,  page  1,  I  find  two  typographical 
errors.  And  column  C,  line  13,  instead  of  35.45  cents  per 
revenue  mile,  the  proper  figure  is  30.45  cents. 

That  is  the  difference  between  lines  4  and  12. 

And  opposite  line  18,  revenue  miles  per  year,  instead  of 
the  figure  reported,  the  proper  figure  is  1,868,800. 

•  •  •  •  # 


5573 

•  i  •  •  • 

By  Mr.  Craven: 

Q.  Now,  may  I  ask  you  about  the  material  in  lines  5  to 
9  ?  In  view  of  the  way  you  have  set  that  material  up,  it 
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results  in  carrying  the  tonnage  which  is  in  scheduled  pas¬ 
senger,  mail,  and  cargo  flights  without  additional  cost? 
A.  Certainly. 

•  •  •  •  • 

5584 

•  •  •  •  • 

E.  A.  J.  Fay 

•  •  •  •  • 

5585 

•  •  •  •  • 

Direct  Examination 

By  Mr.  Verner: 

•  •  •  •  # 

5587 

i  t  t  t  • 

Direct  Testimony  of  E.  A.  J.  Fay 

The  Witness:  Chicago  and  Southern  has  long  participa¬ 
ted  in  air  freight  development  through  the  Air  Express 
Division  of  the  Railway  Express  Agency  and  in  1942  be¬ 
came  a  stockholder  of  Air  Cargo,  Inc.,  an  organization 
initially  established  for  the  purpose  of  determining  by  ac¬ 
tual  survey  an  indication  of  the  type  and  nature  of 

5588  commodities  which  might  be  adaptable  for  move¬ 
ment  in  air  transportation. 

Thorough  studies  were  made  by  Air  Cargo,  Inc.,  in  the 
field  of  air  freight,  at  a  time  long  before  interest  in  such 
a  service  was  evidenced  by  the  freight  carriers  who  have 
sprung  up  following  the  termination  of  the  war. 

However,  the  war  had  intervened  before  activation  of 
air  freight  services  by  the  certificated  air  carriers  became 
possible,  and  the  air  carriers  found  themselves  faced  with 
the  loss  of  a  substantial  portion  of  their  aircraft  to  the 
armed  services. 
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Chicago  and  Southern’s  fleet  was  reduced  from  six  to 
four  DC-3  aircraft.  At  the  same  time  the  air  carriers  ac¬ 
cepted  various  functions  for  the  armed  forces  such  as 
the  operation  of  aircraft  for  the  Air  Transport  Command 
and  modification  of  aircraft  for  the  Army. 

Chicago  and  Southern,  as  well  as  the  other  certificated 
carriers,  was  hard  pressed  by  governmental  demands  for 
maximum  “lift”  from  the  aircraft  and  trained  personnel 
remaining  with  the  company. 

The  four  DC3’s  which  were  left  to  the  company  were 
kept  in  operation  to  serve  the  high  priority  traffic  of  the 
company’s  then  1462-mile  domestic  routes.  As  will  be 
seen  by  reference  to  pages  5-9  of  our  exhibits,  our  load 
factors  throughout  the  period  of  limited  equipment  and 
until  June,  1946,  remained  very  high. 

With  the  end  of  the  war,  additional  aircraft  began  to 
be  available  and  were  secured,  converted,  and  placed  into 
service  as  speedily  as  possible.  The  government 
5589  continually  demanded  that  more  and  more  passenger 
service  be  provided,  and  Chicago  and  Southern  did 
everything  possible  to  meet  that  demand. 

Our  pilot,  maintenance,  and  other  personnel  having  been 
depleted  during  the  war,  we  had  to  employ  and  train  addi¬ 
tional  personnel  to  operate  our  expanded  fleet.  Time  was 
required  to  assure  that  such  new  personnel  were  adequately 
trained  to  perform  their  work  at  the  company’s  high  stand¬ 
ards. 

During  the  days  of  extremely  high  loads  of  passengers 
and  mail,  and  the  unavailability  of  additional  aircraft, 
the  amount  of  cargo  space  was  so  limited  that  it  was 
deemed  inadvisable  to  offer  an  air  freight  service  which 
could  obviously  meet  only  a  very  small  portion  of  the 
need  and  which  would  also  result  in  unsatisfactory  serv¬ 
ice  to  the  shippers. 

However,  with  the  dropping  of  load  factors  and  the 
inauguration  of  service  with  our  DC-4  equipment  in  June 
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of  this  year,  increased  space  was  available,  and  we  moved 
speedily  toward  the  inauguration  of  our  air  freight  service. 
At  the  same  time  the  company  was  engaged  in  preparation 
for  the  inauguration  of  service  over  its  foreign  route 
awarded  in  May  of  1946. 

It  is  and  has  been  the  studied  philosophy  of  this  com¬ 
pany  to  inaugurate  air  freight  service  over  its  entire 
system  simultaneously  in  order  to  give  its  shippers  of  air 
freight  the  most  complete  service  the  C&S  system  can 
afford. 

We  have  not  conceived  it  to  be  wise  merely  to 
5590  offer  service  between  terminals  or  between  heavy 
traffic  points,  in  order  to  take  the  cream  of  the  traffic, 
and  leave  the  poorer  traffic  to  some  future  date.  We  have 
felt  that  every  city  we  serve  is  entitled  to  the  best  air 
freight  service  our  system  can  provide. 

Prior  to  the  close  of  the  war,  during  January,  1945, 
Chicago  and  Southern  began  some  independent  research 
for  the  purpose  of  planning  and  developing  its  program 
for  the  transportation  of  cargo. 

A  number  of  experiments  were  conducted  in  the  form  of 
handling  and  carrying  some  plane  load  traffic  for  the  pur¬ 
pose  of  determining  cost  and  adaptability  of  existing  cargo 
carrying  equipment.  To  carry  on  these  activities,  the  Car¬ 
go  Department  was  set  up  in  the  Traffic  and  Sales  Divi¬ 
sion  in  July,  1945. 

As  a  result  of  this  research,  Chicago  and  Southern  in¬ 
augurated  a  domestic  air  freight  service  on  August  15, 
1946,  which  was  conducted  on  an  airport  to  airport  basis 
until  November  12,  1946,  when  supplementary  pickup  and 
delivery  service  was  established  through  contractual  ar¬ 
rangements  with  independent  terminal  operators  at  all 
points  on  the  system. 

The  extent  of  coverage  of  our  service  is  best  indicated 
by  the  Terminal  Area  Directory,  on  file  with  the  Board, 
which  lists  179  individual  cities  now  receiving  door-to-door 
freight  service  through  our  seventeen  airports. 
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The  addition  of  pickup  and  delivery  service  has  been 
one  of  the  most  significant  steps  in  the  development  of  our 
service.  It  relieves  the  shipper  and  consignee  of  all 

5591  bother  about  arranging  for  transportation  between 
the  airport  and  place  of  business;  the  shipper  signs 

a  C&S  airbill  when  the  shipment  is  delivered,  Chicago  and 
Southern  being  responsible  for  the  shipment  during  the 
the  entire  time. 

In  addition,  the  shipper  does  not  have  to  pay  the  cart¬ 
age  agent’s  minimum  charge  for  making  the  trip  between 
city  and  airport,  but  he  pays  only  the  moderate  charge 
based  on  the  actual  poundage  shipped. 

Chicago  and  Southern  inaugurated  its  international  air 
freight  service  to  Havana,  Cuba,  on  November  1,  1946, 
offering  international  air  freight  service  to  all  points  on 
its  system.  It  is  anticipated  that  such  service  will  be  ex¬ 
tended  beyond  Havana  to  San  Juan,  Puerto  Rico,  and  to 
Caracas,  Venezuela,  within  the  next  few  months. 

Another  significant  step  in  the  development  of  our  air 
freight  service  was  the  establishment  of  our  first  exclusive 
cargo  schedule  on  December  10,  supplementing  the  cargo 
capacity  of  our  combination  passenger-cargo  flights  and 
aiding  in  handling  shipments  which  are  not  readily  adapt¬ 
able  to  carriage  in  the  passenger  aircraft. 

We  feel  that  intensive  development  is  the  only  way  in 
which  freight  tonnage  will  grow.  It  will  certainly  never 
grow  to  any  great  extent  by  depending  on  emergency  ship¬ 
ments,  but  by  educating  shippers  to  the  advantage  of 
regular  shipment  by  air.  Some  of  these  advantages  are 
listed  on  the  third  page  of  the  memorandum  tariff  in  our 
exhibits. 

Two  examples  of  freight  development  in  which  we 

5592  have  participated  will  serve  to  illustrate  my  point. 

In  collaboration  with  Wayne  University,  we  de¬ 
veloped  a  process  of  shipping  shrimp  over  long  distances. 
The  cost  of  such  shipments  in  the  past  had  been  too  great 
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for  widespread  acceptance  because  of  the  cost  of  dry  ice 
and  the  weight  and  cost  of  the  containers. 

Over  a  period  of  several  months  we  carried  a  large 
number  of  experimental  shipments  from  New  Orleans  to 
Detroit,  each  shipment  using  a  different  combination  of 
packaging  and  preserving. 

The  result  of  these  experiments  was  the  development 
of  a  package  which  permits  the  economical  shipment  of 
shrimp  without  ice  and  without  freezing,  from  the  Gulf 
Coast  to  any  point  in  the  general  area  which  we  serve, 
allowing  them  to  be  distributed  at  destination  as  “fresh 
shrimp.” 

Another  example  of  development  is  in  the  carriage  of 
baby  chicks.  In  order  to  prevent  prohibitive  loss,  baby 
chicks  must  be  at  the  destination  within  48  hours  of  hatch¬ 
ing,  so  our  air  freight  service  offers  a  greatly  widened 
market  to  the  hatcheries  located  on  our  route. 

Our  shippers  ran  into  some  difficulty,  however,  in  ob¬ 
taining  satisfactory  shipping  containers,  so  we  aided  in 
designing  a  box  which  permits  more  concentrated  stacking 
wffiile  providing  sufficient  ventilation,  and  at  the  same 
time  makes  possible  a  substantial  saving  in  weight. 

As  a  result  of  this,  we  have  carried  chicks  from  Chicago 
and  St.  Louis  as  far  as  Havana  and  will  carry  them 
5593  to  other  points  in  the  Caribbean  as  soon  as  the 
remainder  of  our  route  is  opened. 

In  line  with  our  thought  that  a  vigorous  promotional  and 
educational  campaign  is  highly  desirable  in  the  develop¬ 
ment  of  our  air  freight  service,  we  have  employed  several 
forms  of  advertising  in  addition  to  personal  solicitation. 

Page  18  of  our  exhibits  is  an  advertisement  typical  of 
those  w’e  have  used  in  promoting  air  freight  traffic.  This 
particular  advertisement  appeared  in  newspapers  in  our 
seven  major  cities  on  November  12,  and  the  public  re¬ 
sponse  to  this  "was  very  encouraging. 
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On  the  ocassion  of  the  beginning  of  pickup  and  delivery 
service,  a  memorandum  tariff  was  distributed  to  more  than 
fifty  thousand  potential  users  of  our  service.  A  copy  of 
this  is  attached  to  page  17  of  our  exhibits. 

Further  evidence  of  our  promotional  efforts  is  found  in 
the  material  attached  to  pages  19  through  21  of  our  exhibits. 
The  single  printed  green  sheet,  labeled  “Memorandum  to 
Shippers,”  was  distributed  to  our  large  mailing  list  of 
potential  users  of  air  freight  service  in  this  country. 

The  mimeographed  pamphlet  bearing  the  same  title  was 
distributed  extensively  throughout  Cuba  in  both  English 
and  Spanish.  Copies  of  this  in  both  languages  are  in¬ 
cluded  in  the  exhibits,  although  the  material  in  the  two  is 
the  same. 

Pages  23-24  of  our  exhibits  show  the  cargo  which  has 
been  carried  by  Chicago  and  Southern  in  the  past,  ex¬ 
clusive  of  mail. 

5594  With  regard  to  the  express  traffic.  I  would  like  to 
point  out  the  substantial  increase  since  the  inception 
of  our  air  freight  service,  indicating  that  our  air  freight 
traffic  has  not  been  diverted  from  express  but  has  been 
newly  developed. 

There  is  no  doubt  that  rates  play  an  important  part  in 
the  amount  of  air  freight  generated.  A  twelve  to  fifteen 
cent  per  ton-mile  rate  will  obviously  generate  substantially 
more  air  freight  than  will  a  twenty-cent  rate. 

But  in  determining  the  rates  to  be  charged,  we  felt 
obligated,  as  a  carrier  certificated  by  the  Civil  Aeronau¬ 
tics  Board  and  responsible  to  the  Board  for  the  steward¬ 
ship  of  its  public  obligations,  to  conduct  our  freight  ac¬ 
tivities  on  a  sound  business  basis. 

As  a  result,  we  could  not  in  good  conscience  establish 
initial  rates  so  low  as  obviously  to  be  promotional,  with 
the  strong  possibility  of  having  to  raise  them  if  our  freight 
operation  is  ever  to  show  a  profit. 
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Our  rates,  in  line  with  those  of  other  certificated  car¬ 
riers,  range  from  26.5  cents  to  20.2  cents  per  ton-mile. 

We  feel  that  our  rates  are  low  enough  to  attract  traffic 
and  high  enough  to  meet  the  expenses  of  freight  develop¬ 
ment. 

We  further  believe  that  we  will  in  the  future,  on  the 
basis  of  the  experience  we  are  now  accumulating,  be  able 
to  lower  the  rates,  but  the  extent  is  as  yet  undetermined. 

It  is  believed  that  a  lower  rate  structure  will  be  possible 
through  the  development  of  volume  traffic  and  through  the 
economies  which  are  possible  because  of  the  opera- 
5595  tion  of  a  combined  passenger-freight  operation. 

Another  benefit  to  be  realized  from  a  combined 
passenger-freight  operation  is  increased  scheduling.  As 
less-than-planeload  freight  traffic  increases,  the  increasing 
ton-mile  load  factor  will  make  it  possible  to  add  additional 
flights,  and  the  increase  in  service  which  will  be  offered 
to  the  passengers  should  bring  an  increase  in  passenger 
traffic.  The  freight  and  passenger  traffic  will  thus  mesh 
with  each  other  admirably  in  increasing  the  number  of 
schedules  on  our  system. 

The  service  provided  by  the  certificated  air  carriers 
is  not  limited  to  their  own  routes.  For  instance,  the  map 
on  page  13  shows  the  domestic  and  international  routes 
of  Chicago  and  Southern  Air  Lines,  and  most  of  the  effec¬ 
tive  connections  with  other  scheduled  carriers,  illustrating 
the  many  service  possibilities  offered  to  our  shippers. 
These  connecting  services  are  described  in  detail  on  the 
pages  following  the  map. 

i  As  a  result  of  an  agreement  under  discussion  at  this 
time,  the  scope  of  our  service  will  be  broadened  to  the 
extent  that  any  city  receiving  pickup  and  delivery  service 
on  our  system  will  be  afforded  door-to-door  service  with 
any  city  similarly  situated  on  the  route  of  another  air¬ 
line.  This  is,  of  course,  possible  and  being  done  today  by 
means  of  re-shipment  at  junction  points,  but  the  proposed 
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agreement  will  simplify  and  improve  service  tremendously 
on  freight  traffic  interchanged  between  carriers. 

Pages  10  through  12  of  our  exhibits  show  the  unused 
space  which  was  available  over  the  entire  system  for 

5596  the  three  months  of  July,  August,  and  September. 

Using  the  month  of  September  as  an  example,  it 
having  had  the  lowest  per  cent  of  payload  unused  on  both 
DC3  and  DC4  equipment,  a  projection  of  the  figures  shown 
reveals  that  499,426  ton-miles  of  payload  could  have  been 
accommodated  on  DC-3  equipment  during  the  month  and 
431,389  ton-miles  on  DC4  equipment. 

In  order  to  reflect  the  inequality  of  this  unused  load 
over  various  portions  of  the  system,  an  adjustment  has 
been  made  to  reflect  a  sixty  per  cent  load  factor. 

The  result  of  this  conservative  approach  is  that  558,489 
additional  ton-miles  could  actually  have  been  carried  as 
air  freight  during  the  month.  At  an  average  rate  of  23.35 
cents  per  ton-mile,  this  would  have  resulted  in  an  addi¬ 
tional  $130,407.  of  freight  revenue. 

This  is  shown  to  be  a  highly  feasible  approach  by  the 
fact  that  the  average  unused  payload  for  the  month  of 
September,  plus  the  average  cargo  load,  amounted  to  only 
57  per  cent  of  the  payload  capacity  of  the  cargo  bins  of 
the  DC3.  For  the  DC4,  the  figure  is  74  per  cent. 

Attention  has  already  been  directed  to  the  decreasing 
load  factors  which  are  being  experienced  by  Chicago  and 
Southern. 

In  connection  with  this,  it  is  assumed  throughout  the 
industry  that,  as  a  result  of  rising  costs,  an  80  per  cent 
load  factor  is  now  necessary  on  a  DC-3  in  order  to  break 
even.  Chicago  and  Southern’s  experience  during  the  first 
five  months  of  this  year  indicates  that  this  is  a  low  estimate, 
but  it  will  suffice  for  the  sake  of  discussion. 

5597  On  the  basis  of  the  revenue  passenger  load  factor 
which  we  experienced  in  September — 72.09  per  cent 
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— our  load  was  too  low  by  7.91  per  cent,  or  1.66  passengers 
per  mile. 

At  the  average  fare  per  mile  on  our  system  of  4.76 
cents,  this  amounts  to  revenue  of  7.90  cents  per  mile.  At 
the  average  freight  rate  of  23.35  cents  per  ton-mile  which 
was  used  above,  only  677  additional  pounds  of  freight  per 
mile  was  needed  in  order  to  make  profitable  our  DC3  opera¬ 
tion.  Comparing  the  677  to  the  average  unused  payload 
of  2866  for  the  month  shows  the  opportunity  which  air 
freight  has  for  complementing  passenger  traffic. 

Rather  than  having  a  cushion  of  passenger  profits  on 
which  to  rely,  Chicago  and  Southern  is  hoping  that  freight 
revenue  wull  aid  in  lifting  it  from  the  “need”  class  of  car¬ 
riers. 

Page  4  of  our  exhibits  shows  the  monthly  losses  which 
we  have  incurred  through  October  of  last  year,  amounting 
to  more  than  one  and  a  third  million  dollars  for  ten  months. 

One  explanation  for  this  is  found  on  page  5  of  our 
exhibits,  showing  how  our  load  factor  has  been  on  a  steady 
decline.  An  extension  of  the  tables  on  both  of  these  pages, 
which  is  possible  from  the  2780’s,  will  show  that  the  same 
situation  still  continues. 

During  the  war  years  this  company  carried  mail  on  a 
pound-mile  basis,  but  our  financial  situation  has  made  it 
necessary  to  apply  to  the  Civil  Aeronautics  Board  for 
a  plane-mile  rate  for  our  domestic  routes.  The  addition 
of  competitive  service  over  various  parts  of  our  system, 
such  as  several  of  the  applicants  propose  in  this 
5598  proceeding,  will  only  serve  to  make  this  financial 
situation  worse. 

By  Mr.  Verner: 

Q.  Mr.  Fay,  have  you  made  any  study  of  the  freight 
air  traffic  potential  of  the  domestic  routes  of  Chicago  and 
Southern  Airlines?  A.  Yes,  we  have  made  a  number  of 


2273 


Excerpts  from  Testimony  of  E.  A .  J .  Fay 

studies  which  were  supplemental  to  those  of  Air  Cargo, 
Inc. 

Q.  Do  you  have  any  comments  to  make  with  respect  to 
the  nature  of  the  air  freight  potential  of  the  routes?  A. 
Yes,  we  believe  that  there  is  a  good  potential  remaining 
to  be  developed,  which  would  take  quite  a  bit  of  time. 

Q.  Is  the  essential  nature  of  the  domestic  routes  long- 
haul  or  short-haul,  the  routes  themselves?  A.  I  would 
say  that  as  far  as  we  are  concerned,  we  are  a  north  and 
south  carrier  with  short-haul  operation. 

Q.  And  is  there  any  inherent  difficulty  in  developing  a 
short-haul  traffic  as  opposed  to  a  long-haul  traffic?  A. 
Yes,  very  muck 

Q.  Do  you  anticipate  that  any  particular  percentage  of 
the  future  air  freight  traffic  shared  by  Chicago  and  South¬ 
ern  will  be  that  of  an  interline  nature?  A.  Yes,  based 
upon  our  present  flow  of  air  express  traffic,  I  would  say 
we  might  reasonably  look  forward  to  at  least  40  per  cent 
of  our  air  freight  business  by  being  interline. 

Q.  Are  you  at  the  present  time  conducting  any  air  freight 
business  over  the  foreign  route  of  Chicago  and  South- 
5599  ern?  A.  Yes,  we  are. 

Q.  I  call  your  attention  to  page  24  and  24A  of  the 
Chicago  and  Southern  exhibits. 

Do  you  have  any  comment  to  make  with  respect  to  those 
pages?  A.  Yes,  I  believe  that  it  shows  the  trend  of  the 
development  of  air  freight  business  by  Chicago  and  South¬ 
ern,  starting  out  from  August  15,  1946,  through  December, 
1946. 

Q.  And  that  is  graphically  presented  in  the  chart  which 
is  attached  to  page  24  as  24A?  A.  That  is  right. 

Q.  What  is  the  policy  of  Chicago  and  Southern  with  re¬ 
spect  to  the  development  of  the  air  freight  business?  A. 
Well,  the  policy  is  to  vigorously  pursue  it,  in  keeping  with 
our  financial  position. 
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In  other  words,  we  intend  to  vigorously  pursue  it  if 
our  financial  position  will  let  us  go  ahead  with  it.  Other¬ 
wise,  wTe  couldn’t  afford,  at  the  present  time,  something 
in  the  form  of  an  investment. 

Q.  Do  you  have  any  plans  with  respect  to  the  inaugura¬ 
tion  or  resumption  of  service  eventually  on  cargo-only 
Sights?  A.  Yes,  we  do;  just  as  soon  as  we  see  that  the 
business  warrants  it,  w*e  intend  to  put  in  exclusive  cargo 
operations. 

•  #  •  •  • 

5606 

•  •  i  •  i 

By  Mr.  Morris : 

Q.  I  am  not  clear  how  long  this  exclusive  freight  plane 
of  yours  operated,  and  why  it  was  withdrawn.  A.  As  I 
stated,  we  first  put  it  on  to  meet  wiiat  we  knew  was  a 
heavy  demand.  We  established  operations  in  the  form  of 
a  “V”,  Chicago.-Memphis  and  then  Memphis-North  to 
Detroit,  and  intermediate  points,  to  meet  what  we  knew  was 
a  heavy  demand  for  cargo  space  during  the  period  of 
December,  that  particular  period. 

We  ran  into  some  very  adverse  weather  conditions;  and 
owing  to  our  present  financial  situation,  we  were  unable  to 
take  a  further  gamble  on  it  for  January. 

Q.  Well,  had  the  plane  been  converted  so  as  to  make  it 
usable  for  cargo  only?  A.  It  was  a  C-37 ;  that  is  right. 

Mr.  Verner:  That  is  the  company  designation.  It  is 
the  C-47. 

The  Witness :  Yes,  the  Army  version  of  the  C-47. 

By  Mr.  Morris : 

Q.  I  note  that  your  schedule  for  this  plane  indicates 
that  you  leave  Chicago  at  3 :40  a.  m.  Was  it  carrying  mail 
or  was  it  exclusively  cargo?  A.  It  was  intended  to  carry 
anything  offered,  mail,  express,  or  freight,  and  particularly 
to  connect  with  United’s  and  American’s  transcontinental 
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services;  I  believe  one  of  United’s  westbound,  one  east- 
bound,  and  I  believe  one  of  American’s.  I  haven’t  the  data 
here  with  me.  But  they  were  timed  for  that  purpose. 

5607  Q.  The  departures,  then,  were  dictated  more  by 
connection  considerations  ?  A.  Connection,  and  also 

the  availability  of  loads  from  those  connections. 

Q.  Is  your  company  connected  with  Air  Cargo,  Inc.? 
A.  Well,  we  happen  to  be  a  stockholder;  yes,  sir. 

Q.  Have  you  had  access  to  its  freight  traffic  studies,  or 
freight  estimates?  A.  Yes,  sir. 

Q.  Have  they  influenced  the  policies  of  your  company  in 
this  field?  A.  They  have  helped  in  molding  the  policies, 
yes. 

Q.  Would  you  be  willing  to  supply  a  copy  of  those 
studies  for  the  record?  A.  I  hardly  think  we  would  be 
able  to,  because  they  were  developed  on  somewhat  of  a 
confidential  basis,  as  far  as  I  understand  it.  The  infor¬ 
mation  was  made  available  provided  it  would  be  held  con¬ 
fidential,  and  I  do  not  believe  I  could  release  it. 

•  t  t  •  • 

Q.  You  then,  I  take  it,  have  no  studies  indicating 

5608  what  it  has  cost  you  to  move  a  ton  of  air  freight  in 
your  operation  per  mile?  A.  Yes,  we  have  a  rea¬ 
sonable  idea  on  an  exclusive  cargo  basis;  that  is,  an  ex¬ 
clusive  cargo  ship.  We  conducted  some  experiments  in 
early  1945  with  regard  to  an  operation  of  that  sort,  and 
we  operated  loaded  one  way  and  empty  the  other  way, 
returning  to  the  base. 

And  we  found  at  that  time  that  we  needed  a  plane-mile 
rate  of  about  50-some-odd  cents.  I  have  forgotten  just 
how  much.  We  didn’t  get  it  under  that  particular  opera¬ 
tion.  But  it  did  provide  us  with  some  valuable  information 
with  regard  to  cost  factors. 
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5609 

•  *  *  •  # 

Q.  Mr.  Fay,  looking  at  your  pages  10,  11,  and  12,  your 
main  book  of  exhibits,  can  you  in  any  way  tell  from  these 
figures  where  the  unused  payload  is  on  the  various 

5610  flights,  whether  it  is  in  the  cargo  compartments  or 
in  the  passenger  cabin?  A.  It  is  a  combination  of 

both,  sir. 

Q.  In  other  words,  just  lumped  in?  A.  That  is  right. 

Q.  So  that  there  is  no  way  to  derive  information,  and 
you  do  not  have  any  information  as  to  your  specific  flights, 
whether  you  w’ould  have  had  unused  space  in  the  cargo 
compartments  or  not?  A.  No,  I  couldn’t  tell  from  this. 

Q.  On  one  flight,  you  might  have  a  99  per  cent  load 
factor  in  the  cabin,  and  a  very  light  cargo,  and  another 
flight  you  might  have  a  very  full  cargo  compared  with 
light  passenger  factor?  A.  That  is  true. 

Q.  So  these  figures  do  not  answer  that  particular  type 
of  question?  A.  No,  sir. 

•  •  •  •  • 

5611 

•  •  •  •  • 

By  Mr.  Pratt : 

Q.  Referring  to  pages  10,  11,  and  12,  about  which  Mr. 
Morris  questioned  you,  you  have  computed  the  unused  pay- 
load,  have  you  not,  by  taking  the  gross  payload  and  sub¬ 
tracting  the  weight  of  passengers,  mail  and  express,  and 
freight  actually  carried?  A.  That  is  right. 

Mr.  Verner :  I  would  prefer,  if  it  is  all  right  with  counsel, 
to  reserve  that  question  for  Mr.  Clement.  There  are  other 
elements  in  there  that  go  into  that,  such  as  gas  loading, 
for  instance.  I  would  rather  Mr.  Clement  would  answer 
it,  if  it  is  all  right  with  counsel.  He  can  answer  all  questions 
pertaining  to  the  mechanics  of  preparing  these  figures. 
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Q.  The  unused  payload  reflected  in  the  figures  on  pages 
10,  11,  and  12,  is  it  possible  to  carry  cargo  in  bulk  in  any  of 
those  planes!  A.  Just  what  do  you  mean  by  “bulk”? 

Q.  Well,  I  have  in  mind  specifically,  say,  a  Pratt  and 
Whitney  engine.  A.  In  a  combination  passenger  plane? 

Q.  That  is  right.  A.  Not  unless  it  was  broken  down 
in  such  a  manner,  to  such  an  extent  that  it  could 
5612  be  accommodated  in  the  cargo  compartments  or 
gotten  through  the  door  to  be  strapped  in  a  seat. 

Q.  I  suppose  there  are  other  examples  of  cargo  that 
similarly  would  have  to  be  dismantled  before  you  could 
take  care  of  it?  A.  Very  definitely. 

Q.  In  loading  these  passenger  planes  with  freight,  are 
any  special  freight  handlers  employed?  A.  No.  We  use 
the  same  staff  at  the  airports  that  is  used  for  all  forms  of 
travel. 

Examiner  Cusick:  Just  a  moment,  Mr.  Pratt.  I  am  not 
quite  clear  on  that  answer  to  the  previous  question  about 
Pratt  &  Whitney  engine. 

You  strap  that  to  a  seat  in  the  same  compartment 
occupied  by  passengers? 

The  Witness :  Yes,  we  would  if  it  were  possible  to  do  it. 

Examiner  Cusick :  There  would  be  no  dividing  compart¬ 
ment  there  for  passengers  and  cargo? 

The  Witness :  No.  There  is  a  special  contraption,  in  the 
form  of  a  seat  cover,  and  straps  to  get  it  in  there.  I  doubt 
that  a  Pratt  and  Whitney  engine  could  be  put  in  the 
cabin  in  the  beginning,  but  if  it  could  be,  it  certainly 
could  be  accommodated. 

Examiner  Cusick:  I  don’t  mean  to  restrict  it  solely  to 
engines,  but  to  all  types  of  cargo,  you  wouldn’t  have  any 
dividing  compartment  for  the  passengers  and  cargo  ? 

The  Witness:  No.  We  have  on  some  occasions  been 
forced  to  utilize  available  space  in  the  cabin  after  the 
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bins  were  all  filled  up,  in  order  to  accommodate 

5613  traffic,  an  overflow  of  traffic. 

Examiner  Cusick :  Thank  you. 

I  did  not  mean  to  break  into  your  cross-examination, 
Mr.  Pratt,  but  I  wanted  to  clear  that  up. 

The  Witness:  I  might  add,  if  I  may,  that  this  is  all 
done  in  accordance  with  safety  requirements,  as  far  as  1 
know. 

By  Mr.  Pratt: 

Q.  On  every  one  of  the  flights  now  operated  by  Chicago 
&  Southern,  the  unused  payload  space  is  actually  or 
theoretically  available  to  carry  cargo.  Is  that  correct?  A. 
That  is  right. 

Q.  On  what  percentage  of  the  trips  has  it  been  neces¬ 
sary  to  load  cargo  in  the  cabin,  in  addition  to  passengers? 
Does  that  happen  every  trip,  or  does  it  happen  only 
occasionally?  A.  No,  it  happens  infrequently. 

Q.  Infrequently?  A.  At  least,  that  is  our  experience, 
so  far.  But  it  is  quite  possible  that  that  could  be  acceler¬ 
ated  later  on. 

Q.  Now,  if  you  had  100  per  cent  passenger  load,  and 
say,  5,000  pounds  of  cargo  lying  on  the  ground,  waiting 
to  be  taken,  you  would,  of  course,  take  the  passengers  first 
and  then  fill  up  the  balance  of  your  payload  with  freight ; 
is  that  correct?  A.  Yes,  if  it  got  down  to  a  last  minute 
situation  such  as  that. 

However,  we  have  made  plans  to  take  care  of  a 

5614  great  amount  of  traffic  such  as  that,  moving  5,000 
pounds,  by  getting  advance  information  with  regard 

to  it,  and  immediately  making  arrangements  to  block  out 
seats  to  care  for  it. 

Q.  But  if  you  had  to  make  the  choice  between  passen¬ 
gers  to  be  carried  and  freight  to  be  carried,  of  course,  you 
would  carry'  passengers?  A.  Yes,  because — 
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Mr.  Verner:  Just  a  minute.  At  what  time?  What  time 
do  you  mean?  When  you  have  already  booked  your  passen¬ 
gers  and  then  freight  was  presented?  Or  before  you  had 
booked  passengers? 

Mr.  Pratt:  Either  way.  Take  first  one  and  then  the 
other. 

The  Witness:  There  would  be  a  sharp  distinction,  of 
course.  Say,  with  DC-4,  we  booked  50  passengers,  and 
one  hour  before  time  some  load  came  in  at  5,000  pounds, 
and  we  couldn’t  accommodate  all  of  it,  certainly  the  re¬ 
mainder  would  have  to  go  over  to  the  next  flight. 

However,  if  we  had  advance  information  with  regard 
to  that  earlier  in  the  day,  it  might  well  be  that  we  could 
block  out  sufficient  seats  to  take  care  of  that  traffic.  As  a 
matter  of  fact,  that  has  already  happened  to  us,  at  St. 
Louis,  with  regard  to  the  movement  of  shoes  internation¬ 
ally  from  St.  Louis  to  Havana. 

By  Mr.  Pratt : 

Q.  Suppose  you  had  5,000  pounds  of  cargo  waiting  to 
be  loaded,  and  no  passengers,  and  suddenly  50  passengers 
showed  up  for  a  DC-4  trip :  What  are  you  going  to  carry, 
the  freight  or  the  passengers?  A.  We  would  carry 
5615  the  freight  if  we  had  made  prior  arrangements  and 
committed  ourselves  to  carry  that  freight,  we  would 
carry  the  freight. 

Q.  But  if  you  knew  that  the  passengers  were  apt  to 
show  up,  you  would  prefer  to  carry  the  passengers?  A.  I 
would  not  prefer  to  carry  them,  no. 

Q.  Well,  what  about  the  company  for  which  you  speak? 
A.  I  don’t  think  that  is  the  company’s  policy. 

I  will  go  back  and  try  to  explain  that  again. 

We  try  to  take  care  of  it  if  we  have  advance  informa¬ 
tion  of  such  a  load  by  blocking  out  the  seats.  If  the  plane 
is  booked,  certainly  we  can’t  take  passengers  off.  We  would 
accommodate  whatever  portion  of  the  tonnage  we  could, 
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and  the  remainder  would  have  to  go  over  to  the  next 
flight 

Q.  There  is  no  argument  that  on  the  basis  of  pounds, 
there  is  more  revenue  from  the  carriage  of  passengers 
than  freight  at  the  rate  of,  I  think  you  said,  27  cents  a 
ton  mile?  A.  That  is  an  average,  yes,  because  our  pas¬ 
sengers  are  somewhere  above  45  cents,  say,  47  cents  a  ton 
mile. 

But  we  have  no  restriction  whatsoever  in  our  tariff  to 
the  extent  that  freight  is  a  deferred  service.  And  we  try 
to  encourage  the  use,  or  utilization  of  this  service,  in  every 
way  possible. 

Certainly,  we  would  be  doing  just  the  opposite  if  we 
merely  catered  to  passenger  traffic,  no  matter  when  they 
happen  to  come  along  to  be  booked,  not  withstanding  the 
fact  that  we  might  very  well  have  earlier  information  as 
to  the  large  shipment,  such  as  you  speak  of,  in  the 
neighborhood  of  5,000  pounds. 

5616 

•  •  •  •  • 

5622 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Seamon: 

Q.  Mr.  Fay,  in  giving  consideration  as  to  whether  or 
not,  and  when  you  will  reinstitute  the  exclusive  all-cargo 
schedule,  did  I  understand  you  correctly  to  state  that  it 
would  be  done  at  such  time  as  you  found  that  it  could  be 
profitably  operated?  A.  Not  exactly.  I  would  say  it 
would  be  reinstituted  at  a  time  when  we  were  able  to  invest 
a  small  sum  of  money,  you  might  say,  that  would  be  neces¬ 
sary  to  absorb  any  loss  from  it.  We  are  vigorously  pursu¬ 
ing  it,  but  we  know  we  can’t  put  on  a  ship  without  spend¬ 
ing  money  to  get  the  traffic  on  the  ship,  because  it  won’t 
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walk  on.  It  has  to  be  ferreted  out.  A  lot  of  things  have  to 
be  done  in  connection  with  it. 

But  right  now,  the  company  is  in  a  position  to  continue 
some  of  the  developmental  plans  which  we  had  in  connec¬ 
tion  with  air  freight.  And  until  that  time  occurs,  our 
plans  will  be  halted  temporarily. 

•  •  •  •  • 

5625 

•  •  •  •  • 

Examiner  Cusick:  I  think  the  question  was  directed  to 
whether  the  competitive  situation  that  existed  in  the  last 
six  to  eight  months  has  benefited  the  industry,  at  least  the 
air  cargo  part  of  the  industry,  in  your  opinion. 

The  Witness :  Yes,  I  think  it  has.  I  think  that  maybe  it 
has  made  us  all  sit  up  and  take  a  little  more  notice. 


Examiner  Cusick:  The  witness  may  state  whether  he 
has  an  opinion,  if  the  situation  that  existed  in  the  past 
six  to  eight  months  were  to  continue  to  exist  for  the  next 
six  to  eight  months  or  a  year  or  two  years,  would  it  still 
benefit  the  industry. 

Do  you  have  an  opinion  on  that,  Mr.  Fay? 

The  Witness:  I  would  express  an  opinion  only  insofar 
as  Chicago  and  Southern  is  concerned,  and  that  is  that 
we  are  doing  everything  we  can  to  vigorously  develop  this 
business.  So  far,  we  don’t  see  any  room  for  anybody  over 
the  top  of  us  in  developing  it. 

Just  what  the  situation  is  with  regard  to  other  parts 
of  the  country,  I  am  unable  to  state.  I  am  not  any  too 
familiar  with  the  competitive  struggle  that  may  be  going 
on. 
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5628 

•  •  •  •  * 

Joe  W.  Clement,  Jr. 

was  called  as  a  witness,  and  having  been  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  Examination 
By  Mr.  Verner: 

Q.  Mr.  Clement,  are  your  qualifications  correctly  set 
forth  in  the  Chicago  and  Southern  exhibit  which  has  been 
marked  as  3-A?  A.  Yes. 

Q.  With  respect  to  the  material  appearing  on  page  10 
of  the  Chicago  and  Southern  exhibit,  a  question  was  asked 
of  Mr.  Fay  as  to  whether  there  was  any  way  of 

5629  determining  the  amount  of  average  unused  pay  load 
which  was  present  in  the  cargo  bins  and  which 

amount  was  present  in  the  cabin.  Do  you  have  any  com¬ 
ments  to  make  with  respect  to  that?  A.  Yes,  sir.  I  would 
like  to  go  into  that  page  for  a  moment  here. 

Let’s  use  September.  That  average  pay  load  allowed — 

Q.  That  would  be  page  12?  A.  Yes,  page  12. 

The  average  pay  load  allowed,  you  notice,  is  a  variable 
figure.  That  is  because  this  is  the  weight  which  is  over 
and  above  the  gasoline  load,  the  weight  of  the  plane,  and 
all  the  other  factors  from  which  we  get  no  revenue. 

Now,  there  is  this  much  pay  load  available,  and  then  the 
next  column  shows  how  much  of  that  was  unused. 

Now,  of  course  it  is  hard  to  pin  down  just  exactly  where 
that  space  was.  I  would  like  to  answer  it  in  this  way ;  that 
in  the  DC-4,  the  cargo  bins  have  a  weight  capacity  of  8,110 
pounds. 

You  will  notice  that  for  the  month  of  September  the 
system  average  unused  pay  load  for  DC-4’s  was  5,766 
pounds.  So  it  seems  to  me,  that  it  is  very  obvious  there 
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that  you  could  put — let  me  back  track  to  one  other  point 
here. 

On  page  6  of  Mr.  Fay’s  testimony,  he  has  shown  there, 
in  the  next  to  the  last  full  paragraph,  the  percentage  of 
this  total  capacity  which  is  represented  by  this  unused  pay 
load  plus  the  average  load  of  mail,  express,  excess  baggage 
and  freight. 

Now,  you  notice  the  DC-4,  that  amounts  to  74  percent. 

May  I  go  off  the  record  for  a  minute? 

5630  Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

Will  you  read  that  question? 

(Question  read.) 

The  Witness:  I  should  have  said  that  from  the  cargo 
capacity  of  the  airplanes  was  subtracted  those  average 
loads,  leaving  a  remainder  which  is  the  average  available 
load  in  the  cargo  bins,  and  this  average  unused  pay  load 
here,  for  the  DC-4,  represents  only  74  percent  of  the  aver¬ 
age  unused  pay  load  available  in  the  cargo  bins. 

Therefore,  that  cargo,  that  average  unused  pay  load  was 
all  available  in  the  cargo  bins  if  there  was  freight  there 
to  put  in. 

For  the  DC-3,  the  same  figure  is  57  percent.  So  that  our 
cargo  bins  in  the  DC-3,  you  see,  could  have  accommodated 
almost  twice  as  much  additional  weight  as  this  average 
unused  pay  load  of  1665  pounds. 

Mr.  Pratt:  Will  you  read  that  answer? 

* 

Examiner  Cusick:  The  whole  answer? 

Mr.  Pratt:  If  you  would,  please? 

Examiner  Cusick :  Read  it  back  please,  Mr.  Reporter. 

(Answer  read.) 
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By  Mr.  Verner: 

Q.  Do  you  have  any  further  comments?  A.  I  don’t  be¬ 
lieve  that  I  put  in  the  figure  of  the  pay  load  that  our  cargo 
bins  would  accommodate.  In  the  DC-3,  it  is  3,250  pounds. 

•  •  •  •  • 

5632 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Pratt: 

•  •  •  •  • 


5634 

•  •  •  •  • 

Q.  — can  you  tell  what  portion  of  the  total  operating 
expense  for  August,  listed  on  page  4,  is  $845,256  attributa¬ 
ble  to  the  carriage  of  9,371  pounds  of  air  freight  shown  on 
Exhibit  24?  A.  No,  sir. 

Q.  Similarly  for  September,  October  and  November,  it 
is  impossible  to  make  that  separation?  A.  Yes,  sir. 

Q.  You  kept  no  figures  at  all  showing  extra  expense 
caused  by  the  carriage — extra  operating  expense  caused 
by  the  carriage  of  this  air  freight?  A.  We  have  kept  cer¬ 
tain  figures,  of  course.  For  instance,  Mr.  Fay  outlined  to 
you  his  organization  in  the  cargo,  traffic  and  sales  or¬ 
ganization.  They  know  what  that  particular  department’s 
expenses  are  per  month.  But  certain  other  departments 
haven’t  kept  any  breakdown  of  added  expenses  due 

5635  to  freight 

Q.  It  is  therefore  impossible  to  tell,  isn’t  it,  what 
portion  of  the  net  operating  deficit  for  the  months  of 
September,  October,  November  and  December,  for  which 
monthly  figures  are  given  on  page  4,  is  attributable  to  the 
loss  that  Mr.  Fay  testified  about  occasioned  in  the  carriage 
of  air  freight?  A.  That  is  correct. 
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5644 


C.  W.  Jacob 


•  •  •  i  • 

Direct  Examination 
By  Mr.  Gribbon: 

Q.  Would  you  give  your  name  to  the  Reporter,  please! 
A.  C.  W.  Jacob. 

Q.  And  your  position  with  American  Airlines?  A. 
Vice-President  and  Secretary  of  American  Airlines. 

Q.  Were  the  exhibits  previously  identified  in  this  case 
prepared  under  your  supervision  and  general  direction? 
A.  They  were. 

Q.  Have  you  any  corrections  to  those  exhibits,  to  be 
made,  and  if  so,  will  you  read  them  out?  A.  Yes.  I  have 
a  correction  to  make  on  Exhibit  AA-15. 

The  second  figure  appearing  in  the  right  hand  column 
of  that  exhibit,  which  is  now  377,700,000,  should  be  changed 
to  377,500,000. 

The  fourth  figure  on  that  page  should  also  be  corrected. 
That  figure  is  now  750,500,000  and  should  be  changed  to 
597,500,000. 

I  have  a  correction  to  make  on  Exhibit  AA-23,  which  is 
a  supplemental  exhibit.  The  title  of  that  exhibit,  which 
appears  on  both  page  1  and  page  2,  should  be  corrected, 
by  the  substitution  of  August  for  September. 

On  Supplemental  Exhibit  No.  AA-24,  change  “per  plane- 
mile”  to  “per  ton-mile.” 

Mr.  Craven:  What  line  is  that? 

5645  Examiner  Cusick:  AA-24;  change  “per  plane- 
mile”  to  “per  ton-mile.” 

The  Witness:  On  Supplemental  Exhibit  No.  AA-25  in 
the  second  column  of  figures  at  the  foot  of  that  column,  the 
cargo  weight  load  factor  is  shown  as  19  per  cent,  and 
should  be  changed  to  50  per  cent.  That  is  on  page  1  of 
that  exhibit.  On  Supplemental  Exhibit  No.  AA-26,  page  5, 
I  would  like  to  add  a  source  for  these  figures  appearing  in 
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this  exhibit.  The  source  is  Standard  and  Poor’s  Industrial 
Corporation  Record,  1946. 

Those  are  the  corrections. 

By  Mr.  Gribbon: 

Q.  Now,  page  2  of  Exhibit  AA-27  contains  a  statement 
of  your  qualifications.  That  should  be  amended  to  show 
that  you  are  presently  vice  president  of  American  Air¬ 
lines,  should  it  not!  A.  Yes,  it  should. 

•  i  i  •  • 


5657 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Morris : 

Q.  Mr.  Jacob,  is  there  any  record  kept  at  American  Air¬ 
lines  of  the  allocation  of  the  time  of  the  top-level  executives 
to  different  activities?  A.  No,  sir. 

Q.  There  is  no  record,  then,  as  to  how  much  of  your 
time,  for  instance,  is  devoted  to  the  air  freight  ac- 

5658  tivities  of  the  company?  A.  I  doubt  that  it  would 
be  very  practicable  to  try  to  do  that,  Mr.  Morris. 

Q.  And  that  would  be  true  of  other  executives  of  the 
company  at  the  top  level?  A.  That  is  true. 

Q.  And  of  course,  then,  there  is  no  record  as  to  the 
amount  of  time  devoted  by  these  executives  to  the  Air 
Freight  Contract  Division  of  the  company?  A.  Well,  they 
devote  relatively  little  time  to  that  division.  We  have  a 
separate  division  which  is  autonomous. 

•  •  •  •  • 

5660 

•  •  #  •  • 

Q.  Well,  that  chief  executive  of  the  contract  air  freight 
division,  however,  does  have  call  upon  the  time  of  the 
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president,  for  instance,  if  he  wanted  some  advice  as  to 
any  phase  of  the  operation?  A.  Yes,  sir. 

Q.  He  could  come  in  any  day  and  ask  for  expert  assist¬ 
ance  of  the  president  on  any  phase;  and  in  practice  does 
do  so,  doesn’t  he?  A.  Well,  he  reports  to  the  president; 
just  the  same  as  some  fifteen  or  twenty  other  people  do. 

Q.  And  by  the  same  token,  if  he  called  upon  you  or  any 
other  of  the  top-level  executives,  he  would  call  upon  your 
time,  wouldn’t  he?  A.  Well,  if  he  calls  upon  our  time,  and 
we  provide  him  services,  he  pays  for  it. 

Q.  Now,  that  is  what  I  am  trying  to  get  at.  Is  there  a 
formula  upon  which  you  bill  for  such  services?  A. 

5661  Well,  here  is  the  way  we  work  that:  We  have  tried 
to  set  that  division  up,  as  I  have  stated,  separate 

and  apart  from  the  common  carrier  business  of  American 
Airlines. 

One  important  reason  for  doing  that  is  to  determine,  on 
a  true  cost  basis,  what  it  costs  to  operate  that  type  of 
service.  We  can  do  that  by  separation  much  more  accurate¬ 
ly  than  we  could  do  it  by  allocation. 

Now,  when  the  contract  division  has  occasion  to  use 
the  services  of  the  common  carrier  part  of  the  organiza¬ 
tion,  then  the  contract  division  pays  for  that  service  that 
is  purchased. 

That,  I  think,  summarizes  it,  briefly. 

•  •  i  i  i 

5662 

•  •  *  •  * 

Q.  Now,  when  was  this  air  contract  division  of  yours 
set  up?  A.  It  was  set  up  on  June  15,  1946.  I  do  not  be¬ 
lieve  we  had  much  operation  in  the  latter  part  of  June. 
It  actually  was  on  a  going  basis  about  July  1st,  1946. 

Q.  You  first  began  to  advertise  it  about  June  15.  Is  that 
correct?  A.  I  do  not  recall  when  we  first  began  to  ad¬ 
vertise  it. 
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Q.  I  have  here  a  full  page  “ad”  clipped  from  the  New 
York  Times  of  June  15,  1946.  Was  that  promulgated  by 
your  company?  A.  Yes,  sir. 

Q.  Would  you  be  willing  to  stipulate  that  it  may  be  re¬ 
ferred  to  in  brief  and  argument? 

Mr.  Gribbon:  Mr.  Examiner,  I  don't  really  see  any  point 
in.  stipulating  it.  We  have  put  out  a  lot  of  ads  during  this 
year.  If  there  were  any  particular  point  in  it — 

Mr.  Beitel:  Mr.  Examiner,  all  of  the  Aviation  Traffic 
Guides,  as  I  understand  it,  are  included  in  the  record.  That 
ad  appears  in  several  of  them. 

Examiner  Cusick:  Do  you  withdraw  the  request  for 
stipulation,  Mr.  Morris? 

Mr.  Morris:  Yes,  I  do. 

5674 

•  •  *  •  • 

Q.  Well  now,  is  there  in  your  exhibits  anywhere  any 
summation  of  these  costs  and  revenue  figures  of  the  con¬ 
tract  carrier  division,  such  as  one  of  the  applicants  here, 
for  instance,  would  present:  an  operating  statement?  A. 
No,  sir. 

Q.  Well,  are  such  statements  derivable  from  your  record? 
A.  Yes,  that  is  the  reason  we  set  up  that  unit  separately: 
because  we  wanted  to  know  what  it  did  cost, 
i  Q.  But  you  have  thus  far  in  this  proceeding  presented 
none  of  the  results  of  your  accounting  in  that  con- 

5675  nection?  A.  I  think  I  have  presented  some  of  the 
results  in  my  direct  testimony.  I  referred,  for  ex¬ 
ample,  to  the  ground  cost — that  is,  the  indirect  cost  of 
that  division — as  being  in  the  neighborhood  of  6%  cents 
per  ton-mile. 

Q.  Would  you  be  willing  to  submit,  within  ten  days  of 
the  close  of  the  hearing,  an  operating  statement,  in  cate¬ 
gories,  according  to  CAB  account  numbers,  or  some  other 
proper  system,  showing  the  results  of  this  operation, 
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costs  and  income,  charges  by  the  common  carrier!  A.  I 
would  rather  not  do  that,  Mr.  Morris.  I  don’t  believe  it 
would  serve  any  useful  purpose  in  so  doing.  I  will  try  to 
answer  your  questions  to  the  best  of  my  ability. 

Q.  Then  do  I  understand  that  you  are  unwilling  to  pro¬ 
duce  such  an  exhibit!  A.  Yes,  sir. 

•  •  •  •  • 

5676 

•  •  •  •  • 

Q.  On  the  subject  of  rates,  again,  have  your  rates  re¬ 
mained,  in  the  contract  division,  the  same  from  the  be¬ 
ginning!  A.  Our  rate  policy  has  remained  the  same  from 
the  beginning.  I  think  I  have  already  explained  that  the 
contract  type  of  operation  is  a  very  flexible  type  of  opera¬ 
tion,  which  is  geared  to  the  requirements  of  the  shipper, 
and  changes  in  almost  every  instance,  with  each  individual 
contract,  so  that  the  charge  is  not  comparable  for  one  job 
to  the  charge  made  for  the  performance  of  another  job. 
Our  minimum  rate  policy  has  remained  unchanged. 

•  •  •  •  • 

5683 

•  •  •  •  • 

Q.  How  many  planes  do  you  actually  have  in  all-cargo 
operation,  common  carriage!  A.  Right  at  the  minute  we 
have  four  Douglas  DC-3  type  airplanes.  And  we  have  a 
round  trip  operation  between  Newark,  New  York  and 
Chicago  serving,  enroute,  Buffalo,  Detroit  and  South 
Bend. 

We  also  have  a  transcontinental  all-cargo  opera¬ 
tion. 

5684  Q.  Now,  do  any  of  those  planes  handle  freight 
exclusively,  or  do  they  all  handle  mail,  express  and 

freight!  A.  They  handle  mail,  express  and  freight. 

Q.  And  presumptively  you  operate  between  all  of  the 
same  points,  mixed  planes,  planes  that  handle  passengers, 
mail,  express,  and  some  freight!  A.  Yes,  sir. 
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Q.  Well,  what  is  the  order  of  priority  in  which  you  line 
up  the  items  on  that  kind  of  a  plane?  In  other  words, 
passengers  first,  is  it,  mail  next,  and  then  express  and 
then  freight?  A.  No,  sir. 

Q.  How  do  you  operate?  A.  We  operate  on  a  basis  of 
gearing  our  assignments  as  best  we  can  to  the  every  day 
average  demand. 

Q.  What  I  am  getting  at ;  would  you  exclude  the  passen¬ 
gers  to  carry  freight?  A.  We  might. 

Q.  I  call  your  attention  to  the  language  of  your  tariff, 
the  air  freight  rules  tariff  number  2,  page  6,  to  this  lang¬ 
uage: 

“All  shipments  are  accepted  subject  to  the  availability 
of  suitable  equipment  and  to  available  space  after  the 
accommodation  of  air  mail,  passengers  and  air  express.” 
A.  I  think  I  am  familiar  with  the  rule  you  are  referring 
to.  What  that  is,  in  effect,  is  a  protection.  I  suppose 
largely  a  legal  one.  And  in  part  a  distinction  between 
freight  as  a  commodity  moving  our  lines  and  express  as 
a  commodity  moving  over  our  lines. 

5685  If  your  question  is  directed  to  the  general  priority 
as  between  those  various  classes  of  traffic,  I  will 
try  to  answer  it  as  best  I  can. 

Q.  And  I  include  passengers.  A.  Including  passen¬ 
gers,  yes. 

What  we  do  actually,  is  to  study  the  every  day  traffic 
demands  on  our  system  and  to  assign  within  the  limits  of 
our  ability,  a  definite  amount  of  space  to  each  one.  It 
isn’t  always  necessary  to  do  that  because  between  many 
of  the  points  on  our  system  we  have  a  great  frequency 
of  flights,  and  we  therefore  have  no  particular  problem 
on  many  of  those  flights. 

In  fact,  the  load  factors  are  down  to  a  point  now  where 
that  problem  that  existed  during  the  war  is  not  a  very 
serious  one.  There  is  a  conflict  on  certain  flights  of  course. 
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It  is  our  practice  to  assign  to  those  passenger  load 
flights,  in  fact  to  all  of  our  flights,  a  definite  number  of 
seats  for  passenger  use,  and  a  definite  tonnage  for  mail, 
a  definite  tonnage  for  express,  and  a  definite  tonnage  for 
freight. 

So  that,  to  make  the  example  simple,  if  we  had  more 
than  we  could  handle  in  each  of  the  classes,  we  would  fill 
up  the  classes  to  the  extent  of  that  assignment. 

Now,  we  would  have  another  airplane  moving  along  as 
we  do  in  most  instances,  another  airplane  moving  along 
at  a  subsequent  hour  that  can  pick  up  what  cannot  be 
accommodated. 

Q.  Let’s  assume  you  have  a  DC-4  airplane  and  you  fill 
up  all  the  seats  with  passengers,  or  you  have  a  de- 
5686  mand  for  that 

Now,  how  many  pounds  of  cargo  could  you  carry 
after  you  fill  every  seat  with  passengers  of  minimum 
weight?  A.  Well, — 

Q.  With  a  reasonable  amuont  of  baggage  for  each  pas¬ 
senger.  I  believe  you  allow  200  pounds  for  each  passenger. 
A.  If  we  had  50  passengers  on  board,  that  would  be 
10,000  pounds  of  passengers  and  baggage.  The  airplane 
is  licensed  for  some  16,000  pounds.  The  type  of  airplane 
we  are  operating,  we  can’t  carry  a  full  16,000  pounds. 
We  can  carry  16,000  pounds  if  it  were  lead  or  gold,  or 
something  of  an  extremely  high  density,  but  on  an  average 
you  can’t  use  all  of  that  weight  capacity. 

Q.  Suppose  you  had  in  addition  to  the  50  passengers 
and  their  baggage  a  normal  amount  of  mail?  Then  how 
much  could  you  carry?  And  a  normal  amount  of  air  ex¬ 
press?  How  much  freight  could  you  carry?  A.  About 
3200  pounds  on  an  average. 

Q.  After  mail  and  express?  Or  cargo  altogether?  A.  I 
misunderstood  your  question.  I  meant  mail  and  express 
combined. 
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Q.  Do  you  ever  recall  where  in  actual  practice  your 
company  has  turned  any  passengers  away  in  order  to 
carry  freight?  A.  Well,  we  do  not  assign  the  full  50 
seats  in  a  DC-4  in  all  instances.  We  may  assign  42  pas¬ 
sengers.  For  example,  on  a  given  flight.  And  then  as¬ 
sign  so  much  space  to  freight  and  so  much  to  express 
and  so  much  to  mail.  So  that  in  effect  the  answer 

5687  is  yes. 

Q.  Isn’t  that  assignment,  however,  more  or  less 
a  flexible  business  if,  we  will  assume  you  had  contemplated 
carrying  45  passengers  but  five  more  showed  up,  you 
would  then  fill  it  up  and  turn  down  the  freight,  wouldn’t 
you?  A.  No.  I  think  you  misunderstand  our  space  as¬ 
signment  arrangement.  It  is  to  avoid  any  last  minute 
confusion  as  to  who  goes  and  who  doesn’t  go,  or  what 
goes  and  what  doesn’t  go,  that  we  have  a  preassignment. 

Q.  Let’s  assume  a  run  or  a  flight  in  which  habitually 
there  is  a  good  passenger  demand,  so  much  or  more  than 
you  can  take  care  of.  You  will  gear  yout  assignment 
around  to  making  50  seats  available,  won’t  you?  A.  Not 
necessarily.  If  the  tonnage  of  freight  and  express  and 
mail  for  that  flight  is  on  an  average  near  the  capacity  of 
the  airplane,  we  would  not.  We  would  assign  a  lesser 
number  of  seats  for  passenger  use. 

•  •  •  •  • 

5688 

•  •  •  •  • 

Q.  Would  you  be  willing  to  supply  within  ten  days  after 
the  end  of  the  hearing,  by  months,  of  cargo  operation,  the 
average  plane  utilization  per  day?  A.  I  don’t  know  what 
purpose  that  would  serve,  Mr.  Morris? 

Q.  Is  that  a  refusal  to  do  it?  A.  Yes,  sir. 
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5707 

•  •  •  •  • 

Further  Cross  Examination 

By  Mr.  Morris: 

•  •  •  •  • 

5708 

•  •  •  •  • 

A.  All  right.  I  quoted  a  figure  of  $654,753.50  a  moment 
ago  as  being  the  total  expenses  for  operation  for  the 
period. 

5709  Now,  that  is  divisible,  first,  under  direct  flight 
expense,  of  $411,016.01,  which,  on  a  per  ton-mile 

basis,  is  12.93  cents. 

The  total  expenses  would  be  broken,  second,  into  in¬ 
direct  expenses,  on  the  ground,  amounting  to  $243,737.49, 
which,  for  this  period,  amounted  to  7-67/100ths  cents  per 
ton  mile. 

Now’,  in  my  direct  testimony,  I  think  I  referred  to  ex¬ 
penses  for  the  month  of  September,  ground  expenses, 
amounting  to  around  6%  cents  per  ton-mile. 

The  expenses  for  the  months  of  September,  October,  and 
November  on  the  ground  have  ranged  between  6  cents  and 
6Y2  cents  per  ton  mile. 

The  overall  average  for  the  entire  period  of  operation 
was  7.67  cents  per  ton  mile. 

Q.  Can  you  give  us  a  further  breakdown  of  the  indirect 
flying  expenses?  Is  that  broken  down  into  different 
categories?  A.  No,  sir,  I  do  not  have  that 
Q.  Mr.  Jacob,  I  think  I  referred  to  the  expenses  as  “in¬ 
direct*.  It  is  really  all  indirect  expenses,  isn’t  it?  A.  Yes. 
I  have  a  breakdown  of  the  indirect  ground  expense.  Yes, 
I  do  have  that  on  a  per  ton  mile  basis. 

Q.  All  right.  Will  you  give  us  that?  A.  The  total  of 
those  expenses,  I  quoted  a  moment  ago  as  $243,737.49. 
That  is  broken  down  as  follows:  Ground  operations, 
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$54,985.44,  being  1.72  cents  per  ton-mile;  ground  equip¬ 
ment,  maintenance,  direct,  $16,370.43,  being  .52 

5710  cents  per  ton  mile. 

Q.  That  is  ground  equipment  maintenance?  A. 
That  is  right.  Equipment  maintenance,  indirect,  $73,434.42, 
which  is  2.31  cents  per  ton  mile. 

Sales  expense,  $38,972.76;  1.23  cents  per  ton  mile. 
Advertising  and  publicity,  $7,798.17,  being  .25  cents  per 
ton-mile. 

General  and  administrative  expense,  $51,346.20;  1.62 
cents  per  ton  mile. 

Depreciation,  ground  equipment,  $830.07 ;  .02  cents  per 
ton  mile. 

Q.  Can  you  give  us  the  amounts  of  those  expense  items 
which  were  charged  against  the  contract  air  cargo  opera¬ 
tion  by  the  other  operating  divisions  of  American?  A. 
No,  I  do  not  have  that  information. 

Q.  Are  you  willing  to  furnish  that?  A.  I  think  my 
answer — 

Q.  The  answer  is  that  you  do  not  intend  to  furnish  it? 
A.  Yes. 

•  •  •  •  • 

5711 

•  •  •  •  • 

Q.  By  the  way,  do  you  have  capitalization  and  invest¬ 
ment  figures  on  the  contract  operation?  A.  No,  I  do  not. 

Q.  And  the  position  is  that  you  do  not  expect  to  fly  that? 
A.  That  is  right 

Q.  To  make  clear  on  the  record:  of  the  various  items 
and  categories  of  information  which  I  requested  earlier 
in  the  day,  these  are  the  sum  total  that  you  are  willing  to 
furnish?  A.  These  are  all  we  have,  and  we  are  glad  for 
you  to  have  those,  and  we  think  they  express  our  position 
adequately  in  this  proceeding. 

Q.  Exhibit  AA-11,  turning  to  that  for  a  moment:  did 
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you  have  any  comparable  advertising  programs  before, 
say,  July,  1946?  A.  Oh,  yes.  These  are  just  examples 
drawn  out  of  our  most  recent  activities. 

Q.  Was  any  part  of  this  advertising  expense  charged 
against  the  contract  division?  A.  No,  sir.  The  contract 
division  does  not  advertise.  The  contract  division  does 
business  on  a  contractual  basis. 

Q.  Is  any  part  of  the  expenses  incurred  by  your  com¬ 
pany  in  this  proceeding  charged  against  the  contract 
5712  division?  A.  No,  sir. 

— Well,  may  I  amend  that  to  say:  I  don’t  know.  I 
don’t  handle  the  allocation  of  administrative  expenses  in 
our  organization,  and  I  don’t  know  exactly  how  it  is  allo¬ 
cated. 

Q.  So  far  as  you  know,  however,  the  expense  of  this 
intervention  is  all  charged  to  the  common  carrier  division? 
A.  All  charged  to  administrative  expense,  I  think,  which 
is  the  basis  as  provided  in  the  Civil  Aeronautics  Board 
chart  of  accounts. 

Now,  whether  that  part  of  administrative  expense  is 
allocated  in  part  to  the  contract  division  or  not,  I  don’t 
know. 

Mr.  Reilly:  Mr.  Morris,  with  reference  to  that  last 
question,  I  take  it  that  you  include,  in  your  definition  of 
common  carriage,  passengers,  mail,  and  express,  do  you 
not? 

Mr.  Morris :  That  is  right. 

•  •  i  •  • 


5731 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Craven : 

•  •  •  •  • 

Q.  You  are  not  a  traffic  man  and  don’t  purport,  from 
what  I  understand  of  what  you  said  on  cross  examination, 
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to  be  a  traffic  man,  on  either  air  freight  or  express?  A. 
That  is  right. 

•  •  •  •  • 

5732 

•  •  •  •  • 

Q.  What  is  the  real  purpose,  Mr.  Jacob,  in  establishing 
this  cargo  venture,  if  you  know?  Do  you  know?  A.  Well, 
Mr.  Craven,  I  think  I  know. 

Q.  Well,  do  you  know  from  your  own  information,  from 
experience  of  yours,  or  just  from  your  general  intelligence 
or  intuition?  A.  Well,  I  am  an  officer  of  American  Air¬ 
lines,  and  as  such  participate  in  the  decisions  on  establish¬ 
ing  such  things. 

Q.  Did  you  participate  in  the  decisions  that  had  to  do 
with  establishing  it?  A.  Yes,  sir. 

Q.  What  was  the  purpose  of  establishing  it?  A.  The 
purpose  of  establishing  it:  There  were  a  good  many  rea¬ 
sons.  I  would  say  that  a  rather  compelling  reason  was  the 
desire  to  further  experiment;  to  do  the  biggest  job  that 
we  could  do,  the  fastest. 

Q.  Well,  you  didn’t  have  to  experiment  in  the  matter 
of  handling  air  cargo;  you  had  a  wide  experience 

5733  in  the  war?  A.  We  had  a  wide  experience  in  the 
physical  handling,  but  we  have  had  relatively  little 

experience,  as  has  everyone,  in  soliciting  business  in  large 
quantities.  Because  there  never  has  been  an  airplane  avail¬ 
able  to  handle  cargo  in  large  quantities. 

Q.  And  in  order  to  get  this  wider  experience  by  virtue 
of  this  venture,  you  have  put  it  into  the  hands  of  a  com¬ 
pany  that  you  divorced  just  as  far  as  you  could  from  your 
own  operation;  didn’t  you?  A.  One  of  the  reasons  for 
the  divorcing  was  to  get  a  good  true  cost  figure  on  what 
it  cost  us  to  operate. 

Q.  If  you  wanted  to  get  experience,  you  would  have 
vested  it  in  the  departments  which  are  already  handling 
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and  will  in  the  future  handle  your  air  cargo  business?  A. 
Get  experience?  Well,  let  me  point  this  out,  Mr.  Craven: 
No  one  can  tell  at  what  rate  you  can  afford  to  operate  until 
you  actually  have  had  experience. 

One  of  the  very  distinct  advantages  of  setting  up  the 
contract  air  cargo  division  is  that  we  would  have  a  check 
against  our  rate  estimates. 

Now,  when  we  set  up  the  contract  air  cargo  division  we 
figured  that  we  couldn’t  afford  to  operate — that  is,  we 
couldn’t  afford  to  sell  our  airplanes — at  less  than  a  dollar 
ten  cents  per  airplane  mile. 

We  therefore  set  as  a  minimum  rate — 

Q.  What  is  that  a  ton-mile?  A.  May  1  finish? 

Q.  Yes,  go  ahead.  A.  That  is  11  cents  per  ton-mile. 
Now,  we  were  not  sure  that  our  estimates  were  right  when 
we  made  them.  Fortunately,  they  have  turned  out 
5734  to  be  about  right.  But  by  establishing  a  contract 
type  of  operation,  we  were  free  to  raise  rates,  lower 
rates,  do  anything  in  the  world  we  wanted  to  do  with  r^tes ; 
and  to  test  out  the  market  and  really  find  out  what  it  took 
to  get  business. 

Q.  Now,  it  wasn’t  alien  to  your  considerations  that  you 
were  putting  into  the  field,  at  a  time  when  these  cargo 
flyers  like  Slick  were  getting  started,  an  outfit  which  could 
compete  with  them  on  the  lowest  possible  basis  of  costs — 

•  •  *  •  • 

The  Witness:  Mr.  Craven,  we  would  be  very  foolish 
to  set  up  a  business  and  operate  it  at  any  higher  cost  than 
we  thought  we  could  afford  to  offer  to  the  public. 

We  tried  to  do  the  thing  that  we  are  doing  now  back 
in  1940.  We  couldn’t  do  it  in  1940,  because  airplanes  that 
we  had  on  order  were  taken  away  from  us  upon  the  out¬ 
break  of  the  war,  so  we  couldn’t  do  it 


2298 


Excerpts  from  Testimony  of  C .  W.  Jacob 
By  Mr.  Craven : 

Q.  What  were  your  instructions  to  Mr.  Wooten  about 
undercutting  the  offered  rates  of  the  operators  like  Slick  t 
A.  The  only  instruction  1  know  of  to  Mr.  Wooten  was  that 
he  was  not  to  go  below  11  cents  per  ton  mile. 

Q.  He  did  go  below  11  cents  a  ton  mile,  didn’t  he?  A. 
Not  to  my  knowledge. 

Q.  If  you  were  told  that  he  has  stated  to  a  shipper 

5735  that  he  would  cut  the  rate  offered  by  Slick  at  least 
a  cent  wherever  offered,  would  there  be  anything 

in  the  instructions  given  him  which  would  contradict  such 
a  statement?  A.  I  ■would  think  he  was  a  pretty  good 
businessman  if  he  could  get  the  business. 

Q.  By  such  a  process?  A.  Well,  contract  operation — 
Again,  1  say  I  am  not  a  lawyer,  and  I  don’t  know  what  you 
are — 

Examiner  Cusick :  Do  you  understand  that  question,  Mr. 
Jacob? 

The  Witness:  No,  sir. 

•  •  •  •  • 

Examiner  Cusick:  Would  it  be  in  accordance  with  the 
instructions  given  Mr.  Wooten  if  you  were  told  that  he 
had  told  a  shipper  that  he  would  undercut  by  one  cent  a 
ton-mile  any  rate  offered  by  Slick? 

Is  that  a  correct  statement  of  your  question? 

Mr.  Craven :  That  is  not  the  way  I  stated  it. 

Examiner  Cusick:  It  is  not  the  way  you  stated 

5736  it,  but  is  it  the  substance  of  your  question,  Mr. 
Craven? 

Mr.  Craven:  No,  it  is  not  the  substance  of  my  question. 
The  substance  of  my  question  was  whether  there  was  any¬ 
thing  that  you  know  of  which  would  contradict  him  or 
indicate  that  such  a  statement  as  that  was  improper  and 
not  according  to  his  instructions. 
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The  Witness :  So  far  as  I  am  aware  of  the  instructions 
to  the  manager  of  that  division,  he  is  to  maintain  a  mini¬ 
mum  rate  of  $1.10  per  ton-mile. 

Examiner  Cusick:  Per  plane-mile? 

The  Witness:  — per  plane  mile.  Yes,  sir. 

By  Mr.  Craven: 

Q.  Specifically,  what  instruction  was  given  him  to  that 
effect,  if  any!  Do  you  know?  A.  I  don’t  know  what  form 
it  took. 

Q.  Do  you  know  that  it  took  any  form?  A.  Yes,  I  think 
it  did  take  form.  I  am  sure  it  took  form.  That  is  well  recog¬ 
nized  in  our  organization. 

Q.  How  much  capital  have  you  furnished,  either  in  the 
form  of  planes  or  cash,  planes  or  other  property,  which  has 
not  been  paid  back  to  this  outfit?  A.  Well,  I  do  not  have 
the  figures,  Mr.  Craven.  I  would  be  glad  to  tell  you  if  I 
had  them.  We  furnished  seven  airplanes.  I  don’t  know 
what  else  we  furnished. 

Q.  Could  you  furnish  that  for  us,  please?  A.  Well,  I 
think  we  have  presented  all  the  figures  we  have  available 
on  the  contract  service.  We  have  given  all  the  figures  we 
feel  are  necessary  to  sustain  our  position  in  this  proceeding, 
Mr.  Craven. 

5740 

•  •  •  •  • 

Q.  I  think,  Mr.  Jacob,  you  answered  only  the  first  part 
of  that  question.  I  asked  you  whether  it  was  the  position 
of  American,  and  of  yourself,  that  the  proper  policy  of 
the  Board  should  be  to  keep  such  companies  as  California 
Eastern  and  Slick  out  of  certification  as  common  carriers, 
and  to  require  then  to  operate,  if  they  operate  at  all,  as 
contract  carriers. 
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You  answered  the  first  part  of  that.  You  said  that  it 
was  your  opinion  they  should  not  be  certificated. 

Now’,  what  is  the  next  step?  What  is  the  answer  to  the 
rest  of  it?  A.  Well,  so  far  as  the  field  of  contract  car¬ 
riage,  Mr.  Craven,  as  I  understand  it,  anyone  who  wishes 
to  at  all  may  engage  in  the  contract  field  business. 

Q.  And  you  think  heretofore  it  was  a  very  desirable  kind 
of  transportation  in  the  wray  of  transportation?  I  find 
numerous  references  in  vour  testimony  here  to  the  high 
efficiency  of  it,  and  to  the  probability  that  there  will  be, 
according  to  Mr.  Warner,  and  on  page  9  of  your  state¬ 
ment,  a  very  high  development  of  unregulated  private- 
carrier  air  transport.  Is  that  not  true?  A.  That  is  right. 

•  •  •  •  • 

5763 

•  •  •  •  • 

Q.  Now,  I  notice  that  you  take  the  position  in  here  that 
cost  apportionments  are  impossible  at  the  present.  Is  that 
true?  If  not,  I  wrant  to  say  that  I  have  only  been  able  to 
read  this  thing  once  since  last  night,  and  I  am  not  as  fam¬ 
iliar  with  it  as  you  are,  but  I  wish  you  would  tell  me  your 
position  on  that  point.  A.  I  think  I  stated  it.  I  didn’t  say 
that  cost  apportionments  are  not  impossible.  I  said,  in 
effect,  cost  apportionment  is  not  an  exact  science. 

Q.  It  is  a  sufficiently  exact  science,  or  perhaps  to  state 
it  better,  it  is  sufficiently  accurate  that  it  is  commonly  used, 
is  it  not,  before  all  regulatory  tribunals  in  the  rate 

5764  cases  involving  different  kinds  of  service?  A.  Yes, 
sir,  and  all  you  read  over  in  proceedings  lasting  as 

long  as  this  one  has. 

Q.  And  you  in  fact  have  used  it,  have  you  not,  in  the  work 
you  have  done  in  rate  cases  involving  American  Air  Lines  ? 
A.  We  have  not  presented  any  allocations  of  cost  as  be¬ 
tween  the  different  classes  of  traffic  in  rate  cases,  I  don’t 
believe. 
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Q.  You  are  familiar,  are  you  not,  with  the  show  cause 
orders  issued  by  the  Board  in  which  there  has  been  use 
of  the  allocation  method  allocating  these — first  striking  out 
the  specific  passengers,  costs,  and  then  allocating  the 
remainder  on  the  basis  of  ton  miles? 

You  know,  do  you  not,  that  that  method  has  been  com¬ 
monly  used  by  the  statisticians  of  the  Board  in  these  show 
cause  orders  issued  in  rate  cases.  A.  I  know  that  the 
Board  has  used  that  method,  yes. 

Q.  Do  you  think  that  method  cannot  be  used  because  it 
is  not  the  product  of  an  exact  science?  A.  Well,  we  never 
did  accept  that  method  of  allocation.  To  be  perfectly  frank, 
we  never  did  find  a  method  of  allocation  that  satisfied  us. 

I  think  industry  worked  on  that  and  the  Air  Transporta¬ 
tion  Association  worked  on  it,  and  a  good  many  experts 
worked  on  it.  It  has  been  argued  over  a  very  long  period 
of  time  and  I  don’t  know  any  considerable  group  of  people 
that  agree  on  any  procedure  for  allocation. 

Q.  And  so  you  think  nothing  ought  to  be  done? 
5765  You  think  it  ought  to  be  made  no  use  of  at  all?  Is 
that  the  answer?  A.  No,  sir.  I  didn’t  say  that. 

Q.  Have  you  seen  Exhibit  526  in  this  case,  which  ap¬ 
plies  the  method  of  allocation  I  have  been  describing  to 
American’s  operations?  (Handing  to  witness.)  A.  I  have 
not  seen  it  before  now. 

Examiner  Cusick:  That  is  CEA  526.  I  would  like  to 
have  it  identified  properly  for  the  record. 

By  Mr.  Craven: 

Q.  What  do  you  regard  as  the  margin  of  error?  You 
say  this  is  not  the  product  of  an  exact  science.  This  shows 
the  freight  expense  of  35  cents  a  ton  mile  for  American. 
Do  you  regard  this  method  as  so  erroneous  that  that  figure 
by  any  possibility  should  be,  instead  of  35  cents  a  ton 
mile,  a  figure  of  18  cents  a  ton  mile?  In  other  words,  if 
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you  will  excuse  me  a  minute,  what  are  the  limits  of  error 
that  you  ascribe  to  this  method  that  you  say  is  not  the 
product  of  exact  science?  A.  Well,  Mr.  Craven,  I  am  not 
familiar  with  the  exhibit.  I  have  never  seen  it  before  this, 
and  I  do  not  know  w’hat  method  you  used.  I  assume  that 
you  probably  used  a  method  of  allocation  on  the  basis  of 
tonnage  or  ton  miles,  or  some  such  method. 

I  will  admit  without  question,  that  the  cost  on  a  ton 
mile  basis  of  conducting  business  in  an  obsolete  DC-3  air¬ 
plane,  is,  and  has  been,  very  high.  It  does  not  make  any 
difference  whether  your  figure  of  37  cents  is  right  or  the 
figure  is  30  cents,  or  the  figure  is  40  cents.  The  fact 
5766  remains  that  the  DC-3  airplane  is  an  airplane  of  the 
type  that  cannot  economically  carry  cargo  in  quan¬ 
tity. 

Q.  In  August,  1946,  what  was  the  relative  proportions 
of  DC-3  ton  mile  performance,  and  DC-4  ton  mile  per¬ 
formance  on  American’s  system?  A.  In  common  carrier 
service,  all  of  the  operation  was  DC-3. 

Q.  And  you  had  no  DC-4’s?  A.  I  hadn’t  finished  that. 

Q.  Excuse  me.  A.  All  the  operation  is  DC-3  and  still  is. 
We  are  trying  to  get  the  DC-3’s  out  of  the  common  carrier 
field  just  as  rapidly  as  w’e  can,  because  w’e  knowT  we  can’t, 
make  money  of  it,  wTe  know  we  can’t  reduce  rates  as  long  as 
the  DC-3’s  remain  in  service,  and  we  have  plans  to  get  the 
DC-4’s  in  just  as  fast  as  we  can  get  them  in. 

Q.  I  think  you  must  have  misspoken  yourself.  You 
didn’t  mean  to  say  that  in  August  1946  you  did  not  have 
DC-4’s  in  common  carrier  service?  A.  Not  in  all  prop¬ 
erty  service. 

Q.  Not  in  all  property  service?  That  is  not  what  I  am 
talking  about. 

Mr.  Gribbon:  The  difficulty  is  that  the  witness  is  not 
familiar  with  that,  and — 

Mr.  Craven:  That  allocation  doesn’t  involve  your  car¬ 
riage  of  property  alone.  It  is  your  whole  operation. 
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Now,  you  were  operating  DC-4’s  in  August,  1946,  were 
you  not! 

The  Witness :  That  is  right,  in  combination 
5767  service. 

By  Mr.  Craven: 

Q.  Now,  what  was  the  relative  percentage  of  DC-3 
plane  miles  and  DC-4  ton  miles,  in  August,  1946!  A.  I 
do  not  know.  I  do  not  have  the  figures. 

Q.  It  was  predominantly  DC-4,  was  it  not!  A.  No, 
I  would  doubt  that.  I  think  it  was  predominantly  DC-3. 
We  have  a  lot  of  each  type. 

Q.  Do  you  mean  to  say,  Mr.  Jacob,  that  you  think  be¬ 
cause  this  system  of  allocation  is  not  the  product  of 
what  you  call  exact  science  that  you  could  reasonably 
expect  that  this  figure  which  this  calculation  produces,  of 
35.5  cents  ought  to  be,  if  properly  allocated,  not  35  cents 
but  18  cents?  Is  the  margin  of  error  as  great  as  that! 
A.  You  are  talking  about  combination  passenger  prop¬ 
erty  airplanes,  Mr.  Craven? 

Q.  I  am  talking  about  your  whole  service.  A.  You  are 
talking  about  combination  passenger  property  airplanes, 
costs  on  a  fully  allocated  basis  would  be  very  different 
for  a  combination  passenger  property  cargo  airplane  than 
what  it  would  be  from  an  all  property  airplane. 

Q.  That  doesn’t  answer  my  question,  if  you  don’t  mind. 
Would  you  read  the  question. 

Examiner  Cusick:  Incidentally,  Mr.  Craven,  do  you 
have  many  questions  along  this  line?  If  you  do,  I  am  go¬ 
ing  to  give  the  witness  two  or  three  minutes  to  read  over 
the  exhibit.  He  has  never  seen  it,  from  the  statement  of 
counsel.  If  you  have  several  more  questions  along  this 
line,  I  think  the  witness  should  be  given  an  opportunity 
to  read  it  over. 

5769 
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(Question  read.) 

By  Mr.  Craven: 

Q.  After  your  examination  of  that  exhibit,  can  you 
answer  the  question?  A.  I  think  I  can  answer  what  you 
have  in  mind,  Mr.  Craven.  I  just  had  a  hasty  glance  at 
the  exhibit.  As  I  understand  what  you  have  done,  it  is  to 
take  American  Airlines’  expenses  for  the  month  of  Au¬ 
gust,  1946,  which  I  will  assume  for  purposes  of  discus¬ 
sion  are  correct,  and  as  I  calculate  it,  the  expenses  of 
American  Airlines  on  a  per  ton  mile  basis  for  that  month 
were  about  43  cents. 

Now,  you  have  made  some  allocations  which  purport 
to  show  that  the  cost  of  carrying  freight  is  35  cents. 

Now,  as  I  said  a  minute  ago,  it  doesn’t  make  much  dif¬ 
ference  whether  I  accept  that  35  cents  or  we  argue  about 
it.  That  is,  whether  the  allocation  on  a  proper  basis 
would  result  in  40  cents  or  would  result  in  30  cents. 

I  think  the  fallacy  in  your  presentation  is  not  that,  but 
rather  the  fact  that  you  are  talking  about  costs  incurred 
in  a  type  of  service  which  is  not  going  to  be  typical  of 
the  type  of  service  that  will  be  provided  in  the  future. 

Q.  It  is  the  type  of  service  however,  under  which  you 
are  getting  45  cents  a  ton  mile  mail  compensation,  isn’t 
it?  A.  That  is  right. 

5770  Q.  And  the  margin  between  35  cents — if  this 
allocation  is  correct — the  cost  of  transporting 
mail,  and  45  cents,  is  certainly  a  substantial  margin,  isn’t 
it,  sufficient  to  allow  adequate  profit?  A.  Well,  I  haven’t 
discussed  what  the  cost  of  carrying  mail  would  be,  Mr. 
Craven.  We  are  talking  about  freight. 

Q.  Do  you  mean  to  indicate  that  the  cost  of  carrying 
mail  differs  substantially  from  the  cost  of  carrying  freight? 
A.  Yes,  I  think  it  probably  does. 

Q.  Is  it  more  or  less?  A.  I  think  it  is  more. 

Q.  Is  it  ten  times  more?  A.  Oh,  I  don’t  know.  We 
could  have  hearings  for  which  we  would  make  elaborate 
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preparations  to  answer  that  question.  I  can’t  answer  it 
that  quickly. 

Q.  Let’s  look  at  your  exhibit  on  page  56,  "which  bears 
on  that  subject. 

Examiner  Cusick:  So  that  the  record  may  be  clear, 
Mr.  Craven,  that  is  page  56  of  the  written  testimony? 

Mr.  Craven:  That  is  right. 

By  Mr.  Craven: 

Q.  If  you  will  look  at  the  revenue  ton  mile  column  for 
your  XYZ  Airline.  It  shows  as  the  total  flying  expenses 
13.5  cents,  and  you  use  the  same  cost  for  the  all-cargo  on 
cargo  plane  figures  in  the  two  succeeding  columns. 

You  told  me,  in  one  of  the  first  questions  I  asked  you, 
that  the  cost  of  flying  mail,  of  carrying  mail,  and  the  cost 
of  carrying  freight  would  be  approximately  the  same  in 
all-cargo  operation.  A.  We  are  speaking  of  direct 
5771  flight  costs? 

Q.  That  is  correct.  That  is  the  13  cent  figure? 

A.  Yes. 

Q.  Now,  if  you  deduct  therefore — you  have  said  that 
your  cost  of  45  cents  a  ton  mile  ought  not  to  be  reduced. 
If  you  deduct  the  13.5  cents  from  the  45  cents,  you  will 
have  left  31.5  cents  as  the  remaining  figure  which  would 
be  applicable  to  the  indirect  costs  of  handling  either  mail 
or  freight. 

Now,  I  call  your  attention  to  the  fact  that  there  are 
two  items  in  that  category  of  items  which  would  not  be 
applicable  to  mail;  one  is  traffic  and  sales,  and  one  adver¬ 
tising  and  publicity. 

You  deduct  the  sum  of  those  two  which  is  1.8  from 
your  total  ground  cost  which  is  6.1,  you  get  a  figure  of 
4.3  cents,  and  the  result  is  that  the  figure  of  31.5  cents, 
which  is  the  difference  between  your  45  cents  mail  rate 
and  your  13.5  cents,  which  represents  the  mail  rate,  the 
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figure  of  45  cents,  less  your  direct  costs  of  flying  opera¬ 
tions,  13.5  cents. 

1  Now,  do  you  mean  to  say  that  you  think  that  the  cost 
of  handling  mail,  the  indirect  cost,  is  seven  times  the  in¬ 
direct  costs  of  handling  freight?  A.  Mr.  Craven,  you  are 
trying  a  future  mail  rate  case  for  us  right  now.  The  fal¬ 
lacy  in  what  you  have  said  lies  in  the  fact  that  you  are 
comparing  apples  and  oranges.  We  are  not  carrying  mail 
on  the  XYZ  Airline  basis.  We  are  carrying  mail  on  the 
— we  haven’t  yet  got  to  the  XYZ  Airline  basis  of  opera¬ 
tion.  We  are  carrying  mail  largely  in  DC-3  airplanes. 
5772  Q.  May  I  ask  you  this:  Which  is  true  here:  Is 
your  45  cents  a  ton  mile  figure  too  high,  or  is  your 
estimated  cost  for  the  XY^Z  Airline  too  low?  A.  Well, 
again  you  are  not  comparing  comparable  things.  When 
and  if  we  are  able  to  carry  mail,  and  substantially  all  the 
mail,  in  all-cargo  airplanes  of  advanced  type,  then  there 
would  be  some  basis  for  discussing  the  things  that  you 
are  discussing.  But  we  are  not  on  that  basis  of  operation 
yet,  and  it  may  not  be  possible  to  carry  all  the  mail  on 
that  basis. 

Q.  You  still  think  that  your  mail  rate  cost  of  45  cents, 
which  you  say  is  not  too  high,  doesn’t  indicate  the  inade¬ 
quacy  of  your  estimated  costs  here  of  19.4  cents?  A. 
Well,  if  our  estimated  costs  of  19.4  cents  are  inadequate, 
then  that  just  means  that  the  applications  in  this  pro¬ 
ceeding  are  inadequate  in  greater  degree,  because  this 
cost  of  19.4  cents  is  higher  than  any  figures  I  have  had 
called  to  my  attention  as  being  the  foreseeable  costs  of 
all-cargo  operation. 

Q.  What  sort  of  equipment  is  it?  A.  It  is  Douglas 
DC-4’s. 

Q.  I  may  say  that  the  same  kind  of  calculation  which 
you  just  indicated  for  XYZ  Airline  indicates  that  for 
your  “all-cargo  on  cargo  plane”  calculation,  the  difference 
between  your  mail  rate,  and  your  direct  costs,  13.5  cents, 
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is  25  times  the  indirect  costs  of  handling  your  freight. 
A.  Mr.  Craven,  when  and  if  we  are  able  to  carry  the 
mail  on  the  basis  of  the  XYZ  Airline  basis,  then 

5773  there  may  be  basis  for  examination  of  the  mail 
rates  on  the  basis  of  the  operation  then  being 

conducted. 

Now,  that  is  the  subject  of  a  mail  rate  proceeding,  and 
we  are  perfectly  willing  that  our  rates  be  examined  when 
the  time  comes,  and  if  circumstances  warrant 
Q.  Tell  me,  please,  what  the  basis  of  your  cost  is  for 
your  all-cargo  on  cargo  planes  operation?  My  trouble 
is,  as  I  understand  it,  that  involves  a  superimposition 
on  American  Airlines’  system  of  the  tonnage  involved  by 
the  XYZ  system.  What  I  want  to  know  is,  is  this  on  an 
added  cost  basis?  A.  That  is  right.  That  is  what  it 
would  cost  us  in  column  2  to  do  the  same  job  that  XYZ 
would  do  as  shown  in  column  1. 

Q.  And  the  revenue  ton  mile  cost  figures  are  less  than 
the  figures  in  the  revenue  ton  mile  figures  for  the  XYZ 
Airline  in  part  because  you  contemplate  that  there  will 
be  a  saving  of  operation,  in  that  part  of  the  costs  of  the 
operation  will  be  borne  by  your  present  operation?  A. 
They  won’t  be  borne  by  our  present  operation.  We  just 
will  not  have  to  purchase  all  the  things  that  XYZ  Airline 
would  have  to  purchase,  nor  would  we  have  to  hire  all 
the  people  that  XYZ  Airline  would  have  to  hire. 

Q.  And  if  you  and  I,  as  cost  experts,  should  engage 
in  the  business  of  a  proper  allocation  to  allocate  to  vour 
cargo  service  an  appropriate  and  proper  part  of  the  costs 
of  your  present  service,  we  would  increase  these  figures 
which  total  16.2,  of  course?  A.  "Well,  that  gets  down  to 
what  is  proper  allocation.  The  cost  allocation,  Mr. 

5774  Craven — 

Q.  Wait.  I  am  assuming  we  would  do  it  the  way 
you  think  it  ought  to  be  done.  It  would  increase  those 
figures  by  an  unknown  amount.  A.  No,  it  would  not. 
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Q.  I  don’t  understand  why  not.  A.  Cost  allocation 
after  all,  is  only  the  determination  of  cost. 

Q.  You  told  me  a  little  while  ago,  a  moment  ago,  that 
these  figures  were  less,  as  I  understood  you,  because  the 
figures  in  the  all-cargo  per  revenue  ton  mile  column  were 
less  because  it  wasn’t  necessary  to  incur  certain  items 
already  borne  by  the  present  operation,  and  you  corrected 
me  as  to  what  was  meant  by  borne,  and  that  it  was  on 
an  added  cost  basis.  Straighten  me  out  if  I  am  wrong. 
A.  Here,  Mr.  Craven,  I  think  I  can  explain  what  my 
point  is. 

1  Cost  allocation  is  not  an  exact  science.  The  purpose 
of  it  is  to  guide  management,  to  guide  regulatory  agen¬ 
cies,  to  guide  anyone  who  has  occasion  to  want  to  know 
what  the  cost  on  a  given  job  is. 

Now,  my  position  is  this:  That  the  proper  cost  to 
American  Airlines,  and  the  proper  allocated  cost  to 
American  Airlines,  of  doing  the  job,  such  as  we  have  set 
up  here  for  XYZ  Airlines,  is  somewhere  between  two 
limits.  I  have  set  up  an  outer  limit  and  an  inner  limit. 
And  as  an  inner  limit  I  have  said  that  the  figure  would 
be  the  added  cost  as  shown  in  column  2  of  the  table  on 
page  56,  that  is  16.2  cents  a  mile.  I  said  that  the  outer 
limit  would  be  the  cost  to  XYZ  Airline  of  doing 
5775  the  job,  as  shown  in  column  1  of  the  table  on  page 
56,  19.4  cents  per  mile. 

Q.  1  understand  that.  That  is  all  in  your  testimony. 
But  you  are  not  answering  my  question  are  you?  A. 
Well,  I  am  trying  to. 

Q.  All  right,  go  ahead.  I  am  sorry  I  interrupted  you. 

Your  answer  really  is  that  you  don’t  believe  there 
ought  to  be  any  apportionment.  That  is  where  you  and  I 
are  at  odds.  A.  The  apportionment  is  only  for  the  pur¬ 
pose  of  determining  costs. 

Q.  That  is  right.  Now  then,  this  cost,  coming  back,  in 
order  that  there  be  no  obscurity  in  the  record  here,  your 
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costs  shown  in  summation  at  16.2  are  on  an  added  cost 
basis,  and  it  is  the  added  additional  expense  required  to 
set  up  that  operation,  is  it  not?  A.  That  is  right. 

Q.  Now  then,  if  you  had  an  appropriate  and  adequate 
apportionment  of  the  cost,  how  do  you  know  that  they 
would  not  be  higher  than  those  shown  for  the  XYZ  Air¬ 
line  in  the  amount  of  19.4  cents  per  revenue  ton  miles? 
A.  If  they  were  higher,  one  of  two  things  would  be  true; 
either  it  would  be  costing  us  more  to  do  the  job  than  for 
an  outside  agency  to  do  the  job,  which  theory  I  do  not 
admit  and  which  is  contrary  to  all  economics,  or  two, 
we  wouldn’t  be  getting  the  right  answer. 

Q.  Might  there  not  be  a  difference  of  equipment?  You 
don’t  intend  to  get  rid  of  all  your  DC-3’s,  do  you, 
5776  at  once,  and  yet  you  have  nothing  but  DC-4’s  in 
your  XY7Z  Airline  calculation. 

Now,  what  right  have  you  got  to  say  that  that  19.4 
cents  marks  the  upper  limit  of  how  American  is  going  to 
operate  when  in  the  future  it  is  not  going  to  dispense 
with  its  DC-3  equipment  and  operate  with  nothing  but 
DC-4’s?  A.  I  have  tried  to  set  up  the  most  favorable 
set  of  circumstances  that  I  could  think  of,  in  order  to  be 
completely  fair  to  the  applicants  in  this  proceeding,  Mr. 
Craven. 

Q.  Pardon?  A.  I  have  tried  to  be  completely  fair. 

Q.  Do  you  think  it  is —  A.  I  have  assumed  a  type  of 
operation  that  is  a  very  efficient  one.  Now,  it  is  true  that 
if  you  add  a  lot  of  intermediate  stops  on  the  XYZ  Air¬ 
line  and  serve  some  towns  with  small  potential,  that  these 
costs  would  tend  to  go  up.  I  think  that  the  overall  vol¬ 
ume  of  operation  will  increase  to  a  point  that  as  service 
is  extended  to  those  smaller  towns,  the  more  profitable 
service  and  the  greater  frequency  of  operation  will  tend 
to  keep  the  costs  within  this  range. 

Q.  Mr.  Jacob,  you  have  got  in  your  statement  here  at 
least  twice,  and  you  said  it  on  the  stand  at  least  twice, 
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that  the  properly  allocated  costs  of  providing  this  serv¬ 
ice  would  be  between  16.2  cents  and  19.4  cents.  Haven’t 
you?  A.  That  is  right. 

Q.  Now,  what  I  want  you  to  tell  me,  if  you  can,  is  why 
in  the  world  you  have  any  possible  basis  for  the  assump¬ 
tion  that  your  future  American  Airline  operations, 

5777  conducted,  with  some  DC-3  equipment,  are  not  go¬ 
ing  to  be  more  than  the  cost  of  operating  this 

theoretical  and  perfect  streamlined  XYZ  Airline  which 
lias  got  nothing  but  DC-4  equipment  and  which  doesn’t 
cover  the  ramifications,  all  of  them,  of  the  American  Air¬ 
lines’  system  ?  A.  I  will  try  to  answer  the  question  again, 
and  be  more  specific. 

The  cost  to  American  Airlines  of  carrying  cargo  in 

all-cargo  airplanes,  cannot,  in  our  opinion,  be  as  much, 

and  certainlv  not  anv  more  than  it  could  be  to  XYZ 
•  — 

Airline. 

Q.  Excuse  me —  A.  I  haven’t  finished. 

Q.  Even  though  it  is  carried  in  DC-3’s?  A.  That  is 
what  I  was  going  to  add,  Mr.  Craven. 

I  think  the  thing  that  is  confusing  us,  is  that  you  have 
in  your  mind,  the  allocated  cost  of  carrying  cargo  in  the 
passenger  type  of  operation  which  is  a  more  costly  unit. 

Now,  I  think  that  the  management  attitude  toward 
rates  will,  of  necessity,  have  to  change  when  cargo  in 
volume  starts  to  move  in  all-cargo  airplanes.  That  will 
mean  that  a  very  high  proportion  will  move  in  airplanes, 
and  that  there  will  be  relatively  more  space  left  available 
in  the  passenger  airplanes. 

When  that  happens,  it  will  not  be  sound  rate  making, 
1  don’t  think,  to  base  the  rates  for  the  carriage  of  prop¬ 
erty  in  the  combination  airplanes  upon  an  allocated  cost 
basis.  The  proper  basis  of  setting  rates  at  that  time  will 
be  to  set  a  rate  which  will  produce  the  most  dollars.  And 
that  figure  might  be  10  cents  a  ton  mile. 

5778  Now,  it  doesn’t  matter  what  the  allocated  cost  of 
carrying  property  in  a  combination  airplane  be- 
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comes.  The  important  thing  is,  compare  your  added  costs 
of  carrying  more  property  with  what  you  can  get  in  dollars 
for  carrying  that  property,  and  if  the  added  cost  of  carry¬ 
ing  property  in  combination  airplanes  is  2  cents  a  ton 
mile,  as  it  may  well  be,  and  as  indicated  here  in  the  last  col¬ 
umn  shown  on  page  56,  then  it  will  be  perfectly  proper  rate 
making  to  set  that  rate  down  low. 

Q.  I  am  not  talking  to  you  about  making  rates.  I  am 
talking  to  you  about  costs.  A.  Well,  costs  are  based  upon 
the — the  rates  are  based  upon  costs,  and  they  are  inter¬ 
woven. 

Q.  Your  answer  that  you  just  gave  me  is  your  best 
answer — you  haven’t  any  more  to  add,  have  you — to  my 
question,  that  you  think  it  is  appropriate  to  make  the 
statement  that  a  properly  allocated  cost  of  providing  this 
service  w’ould  not  be  more  than  19.4  cents?  A.  Well,  what 
I  am  saying  in  effect,  Mr.  Craven,  is  that  rates  will  not 
be  based  upon  allocated  costs.  The  tonnage  carried,  in 
combination  airplanes,  will  tend  to  become  a  by-product.  It 
will  tend  to  become  a  by-product  as  volume  develops  in 
all-cargo  airplanes.  It  is  not  a  by-product  today.  It  is 
a  component  part  of  the  business. 

Q.  All  right.  I  will  let  the  record  stand. 

Now,  tell  me  what  this  2.1  figure  is  on  the  last  column? 

What  I  want  to  know  is,  what  are  the  basic  assumptions 
of  that  calculation?  What  does  it  reflect?  A.  The 
5779  last  column  is  intended  to  show  what  it  would  cost 
American  Airlines  to  carry  the  6,116,670  ton  miles 
of  cargo  in  combination  planes. 

Q.  Now  then,  you  have  had  a  lot  to  say  about  costs 
and  rates.  Why  shouldn’t  you  undertake  to  fly  that  stuff 
and  charge  a  rate  which  would  give  you  a  reasonable  profit 
in  excess  of  2.1  of  costs?  A.  That  is  just  what  I  tried  to 
say  in  ray  last  answer,  and  it  was  probably  a  pretty  in¬ 
volved  answer. 

We  could  not  do  that  at  a  time  when  you  had  only  one 
vehicle  which  carried  all  classes  of  traffic,  and  particularly 
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when  that  vehicle  was  of  a  time  when  you  carried  the  full 
load  of  one,  you  displaced  the  other. 

Now,  we  are  coming  into  an  era  when  you  have  a  differ¬ 
ent  set  up  and  that  space  will  otherwise  go  unoccupied, 
and  the  tendency  will  be  to  set  rates  based  upon  added 
costs. 

Q.  Do  you  think  the  Board  is  going  to  let  you  set  rates 
for  freight  on  the  basis  of  added  costs  without  an  adequate 
apportionment  to  put  on  to  the  cost  of  the  service  of 
freight,  those  things  now  borne  by  the  passenger  service? 
A.  I  don’t  know  what  the  Board  would  do,  Mr.  Craven. 
But  if  we  came  in  to  the  Board  and  said  “In  our  judgment 
we  have  the  economic  ability  to  reduce  our  rates  and  by 
doing  so,  we  will  take  in  more  money  that  we  otherwise 
would  take  in,”  I  would  think  that  the  Board  would  cer¬ 
tainly  approve  it.  I  don’t  see  what  basis  they  would  have 
for  disapproving  it. 

Q.  You  think  if  you  were  competing  with  California 
Eastern  between  here  and  in  California,  and  you  could 
put  the  freight  into  passenger  type  planes  and  fly 
5780  it  out  there  at  the  cost  of  2.1  cents,  that  the  Board 
ought  to  let  you  do  that,  giving  you  a  reasonable 
profit  in  excess  of  that  cost,  in  competition  with  a  car¬ 
rier  that  has  to  pay  say  13  cents  to  15  cents  to  get  it  out 
there?  A.  Mr.  Craven,  it  seems  to  me  that  this  discus¬ 
sion  could  be  summed  up  in  this  way — 

Q.  Could  you  answer  the  question?  A.  I  am  trying  to. 
I  may  not 

Q.  I  beg  your  pardon.  A.  The  certificated  carrier  has 
a  distinct  advantage  over  the  all-property  type  of  carrier 
for  two  reasons.  In  the  first  place,  he  can  operate  cheaper. 
In  the  second  place,  he  has  this  backlog  which  is  a  very 
tremendous  one  of  capacity  in  his  combination  airplanes 
which  he  can  fill  up,  and  which  he  will  want  to  fill  up, 
and  will  want  to  give  rates  low  enough  to  bring  him  in  as 
many  dollars  as  possible. 
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Mr.  Craven :  Will  you  read  the  question,  please.  I  would 
like  to  have  an  answer. 

Examiner  Cusick:  Read  that  question,  Mr.  Reporter. 

(Question  read.) 

By  Mr.  Craven : 

Q.  Can  you  answer  that  more  specifically?  I  don’t  see 

the  relevancy  of  what  you  said. 

+  * 

Examiner  Cusick :  It  was  rather  long.  Can  you  shorten 
that  answer  a  little  bit! 

The  Witness:  That  would  depend,  Mr.  Examiner,  on 
whether  or  not  California  Eastern  had  a  status  before  the 
Board.  I  don’t  know  what  California  Eastern — 

By  Mr.  Craven: 

5781  Q.  Suppose  it  is  a  certificated  carrier.  Let’s  elimi¬ 
nate  that  trouble.  A.  Well,  a  certificated  carrier 
of  what?  Passengers,  property  and  mail? 

Q.  No.  Just  freight.  A.  Well,  I  don’t  think  that  Cali¬ 
fornia  Eastern  should  be  a  certificated  carrier  of  property, 
and  the  answer  I  just  gave  is  one  of  the  reasons  I  don’t 
think  it  is  so.  I  think  it  is  an  uneconomical  unit. 

Q.  Suppose  it  were  certificated?  You  spoke  a  moment 
ago  about  the  advantage  that  the  established  carriers  have 
because  they  have  this  excess  capacity.  Now,  suppose  Cali¬ 
fornia  Eastern  were  certificated.  Is  it  your  position  that 
proper  theory  of  rate  making  would  be  that  American 
should  be  permitted  to  charge  a  rate  which  was  2.1  cost, 
plus  a  profit — anything  you  wish  in  the  way  of  a  profit — 
in  competition  with  California  Eastern,  whose  cost  would 
be,  say,  12  to  15  cents?  A.  Well,  Mr.  Craven,  I  don’t 
know  what  the  Board  would  do  under  that  circumstance. 
I  think  the  Board — 

Q.  What  do  you  think  it  should  do,  under  your  theory? 
A.  I  don’t  know.  I  don’t  think  it  should  certificate  Cali- 
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fornia  Eastern.  Then  it  would  not  be  faced  with  that. 

Q.  In  other  words,  you  decline  to  answer  the  question? 

Examiner  Cusick:  He  said  he  didn’t  know,  Mr.  Craven. 

Mr.  Jacob,  do  you  think  that  there  will  be  enough  avail¬ 
able  space  in  combination  cargo-passenger  planes 
5782  to  take  care  of  the  cargo  potential  that  has  been 
alleged  to  exist  by  the  various  applicants  in  this 
proceeding? 

The  Witness:  Oh,  no,  I  do  not. 

Examiner  Cusick:  There  will  have  to  be  cargo  planes, 
all-cargo  planes? 

The  Witness:  Yes,  sir. 

Examiner  Cusick :  And  that  therefore  all  the  cargo  could 
not  be  carried  at  this  rate  set  out  in  your  third  column  of 
page  56  of  your  written  testimony?  That  is,  2.1  cents? 

The  Witness :  All  the  cargo  could  not  be  carried  at  that 
rate.  That  is  a  figure  inserted  only  to — 

Examiner  Cusick:  For  illustrative  purposes? 

The  Witness:  For  illustrative  purposes.  And  I  think 
that  American  Airlines  and  other  carriers  will  have  to 
put  in  all-cargo  airplanes,  and  that  is  our  intention  just 
as  fast  as  we  get  them. 

By 'Mr.  Craven: 

Q.  What  is  the  significance  of  that  2.1  figure?  What 
does  it  mean?  I  don’t  understand  where  it  has  any  practical 
relevancy  at  all.  I  tried  to  get  you  to  state  whether  or 
not  it  should  be  the  basis  of  a  special  rate. 

Examiner  Cusick:  It  was  put  in  for  illustrative  pur¬ 
poses,  he  just  stated. 

By  Mr.  Craven : 

Q.  You  don’t  know?  What  does  it  illustrate? 

Mr.  Gribbon :  Mr.  Examiner,  he  answered  that  question 
about  three  different  times,  as  to  just  what  it  was. 
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Examiner  Cusick :  IV e  will  let  him  answer  it  once 
5783  again.  Maybe  we  will  clear  it  up  finally.  It  is  clear 
to  me.  It  may  not  be  to  Mr.  Craven. 

Will  you  give  the  answer  once  again,  Mr.  Jacobs? 

What  is  the  purpose  of  this  entire  third  column,  I  take 
it,  which  ends  up  with  a  2.1-cent  rate. 

The  Witness:  The  purpose  of  the  third  column  is  to 
show  that  the  certificated  carrier,  and  in  particular  Ameri¬ 
can  Airlines,  will  have  economic  ability  to  fall  back  on 
this  vast  amount  of  cargo  space  that  it  will  have  in  combina¬ 
tion  airplanes,  and  that  it  can  utilize  that  space,  putting 
cargo  into  it  at  a  relatively  low  added  cost  to  the  company, 
and  can  therefore  afford  to  charge  a  low  rate  for  that 
space. 

Mr.  Gribbon:  Mr.  Examiner,  I  would  just  like  to  cor¬ 
rect  that  last  question.  You  spoke  of  a  2.1-cent  rate.  None 

of  these  costs  are  rates.  Thev  are  all  costs. 

* 

Examiner  Cusick:  That  is  right.  The  record  will  so 
show. 

Mr.  Craven :  That  is  as  far  as  I  can  go  now.  I  would 
like  to  be  permitted  to  ask  a  question  or  two  after  I  read 
the  last  ten  pages  of  this  testimony,  or  so. 

•  •  •  •  • 

5787 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Beitel : 

•  •  •  •  • 

5791 

•  •  •  •  • 

Q.  Would  you  tell  me  please,  what  you  mean  by  the 
term  “contract  carriage”  as  you  use  it  in  Exhibit  AA  28? 
A.  I  expect  counsel  could  better  define  what  contract  car¬ 
riage  means.  Contract  carriage  to  me  means  a  basis  of 
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operation  whereby  you  enter  into  individual  contracts  with 
individual  shippers  and  agree  to  sell  the  entire  space  of 
the  airplane  to  one  person,  and  to  operate  the  airplane 
between  such  points  as  the  person  you  made  the  contract 
with  wishes  you  to  operate,  and  make  it  fully  subject  to 
his  needs. 

I  think  I  have  set  out  a  good  part  of  that  in  my  testi¬ 
mony. 

Q.  Now,  having  that  definition  in  mind,  do  you  know 
the  definition  of  “contract  carriage”  in  the  Motor  Carrier 
Act?  A.  No. 

Q.  I  ask  that  bacause  I  notice  you  have  certain 
5792  tables  in  your  direct  testimony  which  refer  to  con¬ 
tract  carriers  and  private  carriers  under  the  Motor 
Carrier  Act,  but  that  is  not  necessarily  the  same  thing 
which  you  mean  by  “contract  carrier”  as  used  in  your  testi¬ 
mony  in  connection  with  aviation.  Is  that  right?  A.  Not 
necessarily.  The  general  idea  is  the  same. 

Q.  Did  you  put  those  tables  in,  thinking  that  the  defini¬ 
tion  which  you  have  given  us  that  you  used  in  AA  28  was 
the  same  in  the  motor  carrier  industry?  A.  I  didn’t  give 
any  consideration  to  what  the  definition  was  in  the  motor 
carrier  industry. 

Q.  When  you  took  the  amount  of  business  that  "was  trans¬ 
ported  by  contract  motor  carriers,  private  motor  carriers, 
and  common  carrier  motor  carriers,  did  you  include  that 
in  your  Exhibit  AA  28  for  the  purpose  of  drawing  any 
analogy  between  the  air  transportation  field  and  the  motor 
carrier  field?  A.  I  set  in  the  table  included  in  AA  28  for 
the  purpose  of  throwing  such  light  as  that  table  might 
throw  on  the  potential  future  division  of  business,  that 
is  cargo  business  by  air,  between  the  contract  type  of  opera¬ 
tion  and  the  common  carrier  type  of  operation. 

Q.  And  you  think  that  the  division  which  occurred  in 
the  year  1932,  in  the  motor  carrier  field,  is  probably  a 
logical  division  which  will  ultimately  be  arrived  at  in  the 
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air  transportation  field?  A.  Mr.  Beitel,  I  can’t  answer 
that  question.  I  would  be  glad  to  answer  it,  if  I  could. 

T  don’t  think  anyone  can  say  with  assurance  what  the 
future  division  between  the  two  fields  will  be. 

5793  I  do  think  that  there  is  a  very  large  potential  in 
the  contract  field,  and  that  that  has  been  demon¬ 
strated  by  the  experience  our  company  has  had  in  the 
past  two  years. 

I  think  there  is  also  a  very  large  potential  in  the  com¬ 
mon  carrier  field. 

I  don’t  know  how  it  is  likely  to  divide.  I  have  no  basis 
for  assuming  that  the  division  would  be  roughly  different, 
or  far  different  than  it  is  in  the  motor  carrier  field. 

•  •  •  •  • 

5801 

•  *  #  •  • 

Q.  Now,  the  six  DC-4  aircraft  which  were  awarded  to 
the  American’s  contract  air  cargo  division  on  July  1,  1946 
were  owned  by  American  Airlines  as  of  that  date,  were 
they  not?  A.  I  am  not  sure  whether  they  were  owned 
by  American  Airlines  as  of  that  date  or  not.  At  about  that 
time  we  were  negotiating  with  the  government  to  reach  a 
decision  as  to  whether  we  should  lease  those  airplanes  or 
buy  them,  so  I  can’t  answer  your  question  definitely. 

Q.  Were  they  surplus  aircraft?  A.  Well,  they  were  pro¬ 
cured  from  the  government. 

5802  Q.  Under  the  Surplus  Property  Act?  A.  I  don’t 
know  how  they  were  procured.  They  were  procured 

following  the  end  of  the  war  on  the  same  basis  that  every¬ 
one  else  got  airplanes  from  the  government. 

Q.  Do  you  know  if  any  of  those  six  airplanes  were  al¬ 
located  to  American  Airlines  because  American  Airlines 
did  not  have  enough  equipment  to  carry  the  passengers  it 
wanted  to  operate  over  its  routes?  A.  I  do  not  know 
anything  about  that.  I  don’t  know  the  basis  of  govern¬ 
ment  allocations. 
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5811 

•  •  •  #  • 

By  Mr.  Beitel : 

Q.  I  am  trying  to  clarify  page  51,  the  first  sentence  after 
the  snb-heading  “Effect  on  Established  Carriers.” 

Yon  say  that:  “The  certification  of  these  applicants  on 
the  long-haul,  cream  skimming  basis  they  propose  would 
have  serious  effects  on  the  financial  stability  of  the  exist¬ 
ing  carriers.” 

Now,  answer  this  question  first :  Does  the  contract  opera¬ 
tion  on  a  long-haul  basis  have  a  serious  effect  on  the  finan¬ 
cial  stability  of  an  existing  carrier?  A.  Well,  I  think  the 
contract  type  of  business  also  has  a  cream  skimining  effect. 
That  is  true. 

Q.  And  do  you  think  it  would  be  a  serious  effect?  A. 
Well,  how  serious  I  don’t  know,  but  it  certainly  has  an 
effect. 

Q.  Do  you  think  it  would  be  just  as  serious  as  the 
“serious”  you  have  used  in  this  sentence?  A.  Well,  you 
have  an  entirely  different  proposition;  when  you  certifi¬ 
cate  a  carrier  to  engage  in  this  business  permanently,  you 
presumably  give  that  carrier  rights  under  the  Civil  Aero¬ 
nautics  Act,  and  I  have  no  doubt  in  my  mind  but  what 
any  carrier  that  may  be  certificated  as  an  all-property 
carrier  will  then  claim  all  the  benefits  of  mail  pay 

5812  and  all  the  protection  of  the  Act. 

Q.  Should  this  sentence,  then,  be  read  in  the  light 
of  a  proposal  for  subsidy  mail  payments  by  the  applicant? 
A.  I  think  that  is  undoubtedly  what  the  certification  of  all¬ 
property  carriers  at  this  time  would  result  in. 

Q.  When  you  say  “existing  carriers,”  are  you  referring 
to  the  domestic  carriers  which  hold  certificates  of  public 
convenience  and  necessity?  A.  Certificated  carriers?  Yes; 
that  is  right. 

Q.  Do  you  think  that  the  contract  air  cargo  division  of 
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American  Airlines  has  a  serious  effect  upon  the  financial 
stability  of  carriers  other  than  American  Airlines!  A. 
Well,  carriers  other  than  American  Airlines  have  just  as 
much  opportunity  to  engage  in  that  business  as  we  do. 

Mr.  Beitel :  May  I  have  the  question  and  answer  read! 

Examiner  Cusick:  Please  read  the  question  and  answer, 
Mr.  Reporter. 

(Question  and  answer  read.) 

By  Mr.  Beitel: 

Q.  Is  that  your  answer  to  the  question?  A.  That  is 
right. 

Q.  Is  it  your  position  that  existing  carriers  have  just 
as  much  right  to  carry  freight  as  an  applicant  which  is 
certificated  to  carry  freight  only?  A.  I  think  under  the 
present  law  anyone  has  equal  right  to  carry  freight  in 
contract  and  irregular  route  operations. 

5813  Mr.  Gribbon:  I  think  Mr.  Jacob  misunderstood 
the  question.  Will  you  read  it,  Mr.  Reporter? 

(Question  read.) 

Mr.  Gribbon :  You  are  referring  to  common  carriage  of 
freight,  aren’t  you? 

The  Witness :  I  am  sorry.  I  still  didn’t  get  your  ques¬ 
tion. 

By  Mr.  Beitel: 

Q.  I  mean  this:  Is  it  your  position  that  the  presently 
certificated  carriers  have  just  as  much  right  to  transport 
freight  as  a  carrier  which  is  certificated  to  transport  freight 
only?  A.  Well,  there  is  no  carrier  certificated  to  trans¬ 
port  freight  only. 

Q.  Assuming  that  one  is  certificated?  A.  Oh,  certainly. 

Q.  Then  each  would  have  an  equal  opportunity  to  carry 
freight,  would  it  not?  A.  That  is  right. 
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Q.  Then,  if  the  long-haul  operations  of  the  contract  air 
cargo  division  of  American  Airlines  do  not  affect  existing 
carriers  seriously,  because  they  have  the  right  to  engage 
in  that,  why  would  the  certification  of  an  all-freight  car¬ 
rier  affect  an  existing  carrier,  when  he  has  a  right  to  en¬ 
gage  in  that?  A.  Mr.  Beitel,  we  are  going  around  in 
circles. 

Q.  That  is  because  I  couldn’t  get  an  answer  to  my 
question,  Mr.  Jacob. 

Examiner  Cusick:  All  right.  Let’s  proceed. 

5814  Do  you  know’  the  answer?  Do  you  know  the  ques¬ 
tion? 

The  Witness:  No,  sir. 

Examiner  Cusick:  Read  the  question,  Mr.  Reporter. 

(Question  read.) 

Mr.  Reilly:  Mr.  Examiner,  I  think  Mr.  Beitel  should 
give  an  example  of  the  route  that  is  going  to  be  traversed 
by  this  all-freight  carrier,  to  clarify  his  question. 

Mr.  Move:  Mr.  Examiner,  I  want  to  object  to  the  ques¬ 
tion,  on  the  ground  that  Mr.  Jacob  is  in  no  position  to 
testify  as  to  the  effect  on  other  carriers. 

Mr.  Beitel:  Then  does  Mr.  Jacob  want  to  withdraw  the 
sentence  as  to  existing  carriers  on  page  51  ? 

Examiner  Cusick:  The  objection  is  overruled.  The  wit¬ 
ness  may  answer. 

The  Witness :  I  wall  try  to  answer  your  question  to  the 
best  of  my  ability,  Mr.  Beitel.  It  seems  to  me  that  your 
question  presumes  that  we  might  as  well  remove  all  re¬ 
strictions  of  all  kinds  and  have  unlimited  competition.  I 
don’t  think  that  is  a  sensible  or  desirable  method  of  de¬ 
veloping  this  business.  I  think  in  the  long  run,  it  would — 

Mr.  Beitel:  I  don’t  think  my  question  assumed  that,  and 
I  would  like  to  have  just  an  answer  to  my  question. 

Examiner  Cusick:  He  is  answering  it,  Mr.  Beitel.  Let 
him  finish  his  answer. 
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The  Witness:  I  think  in  the  long  run  the  removal  of 
restrictions  of  all  kinds  would  result  in  destructive  com¬ 
petition,  would  result  in  a  lot  of  damage  to  all  concerned, 
and  a  retarding  of  the  overall  development  of  air  trans¬ 
portation. 

5815  I  do  not  take  the  position  necessarily  that  there 
should  not  be  any  regulation  of  who  engages  in  con¬ 
tract  carriage.  The  law  is  the  law,  as  it  stands  today ;  and 
whether  that  should  be  amended  or  not  amended,  I  don’t 
know.  That  is  up  to  Congress. 

But  I  didn’t  take  the  position  that  there  should  not  be 
any  regulation  in  the  contract  field.  And  there  is,  of  course, 
no  regulation  there  now. 

Examiner  Cusick:  Well,  it  is  your  position,  then,  Mr. 
Jacob,  as  I  understand  so  far,  that  there  are  enough  car¬ 
riers  in  the  field  at  the  present  time,  and  the  traffic  would 
not  warrant  any  additional  carriers? 

The  Witness:  That  is  right,  sir. 

By  Mr.  Beitel: 

Q.  And  that  is  based  upon  your  exhibits  in  this  proceed¬ 
ing  and  your  testimony?  A.  That  is  right. 

Q.  You  feel,  do  you  not,  that  if  American  operates  a 
contract  air  cargo  division,  other  carriers — other  airlines 
should  have  that  same  right?  A.  I  didn’t  say  that. 

Q.  No,  I  am  asking  you  that.  Do  you?  A-  I  am  not 
taking  any  position  as  to  what  regulations  there  should 
be  in  the  contract  field,  Mr.  Beitel. 

Q.  No,  I  don’t  care  about  that.  A.  The  fact  remains 
that  there  is  no  prohibition  at  the  present  time  from  any¬ 
one  engaging  in  that  field,  and  so  anyone  is  free  to  exploit 
the  business  as  best  he  can. 

Q.  I  think  we  can  tie  this  to  an  exhibit,  perhaps. 

5816  Do  you  have  an  exhibit  here  showing  the  number  of 
carriers  certificated  between  certain  points?  A. 

Yes,  we  do. 
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Q.  There  is  one  dealing  with  transcontinental  potential, 
I  believe.  A.  Possibly  you  are  referring  to  Rebuttal  Ex¬ 
hibit  AA-16. 

Q.  As  a  matter  of  fact,  there  are  operations  already  be¬ 
tween  Chicago  and  Los  Angeles,  other  than  listed  in  this 
exhibit?  A.  Operations  of  what  kind? 

Q.  Freight.  A.  You  are  talking  about  inserted  opera¬ 
tions?  There  are  probably  contract  operations  between 
those  points,  yes. 

Q.  And  between  Newr  York  and  Chicago.  You  operate 
an  additional  one  yourself  that  is  not  shown  on  this  ex¬ 
hibit  16,  don’t  you?  A.  We  have  shown  the  number  of 
certificated  carriers  between  Chicago  and  Los  Angeles,  the 
number  between  New  York  and  Chicago,  and  the  number 
between  Newr  York  and  Los  Angeles. 

Q.  And  you  have  shown  it  for  the  purpose  of  showing 
the  ability  of  the  certificated  carrier  to  meet  the  potential 
demand  for  cargo  services  between  these  cities?  A.  That 
is  right. 

Q.  I  am  asking  you  if  it  is  not  a  fact  that  there  are  also 
additional  freight  services  now  being  conducted  between 
these  points  that  are  not  listed  on  this  exhibit?  A.  That 
is  right,  but  that  doesn’t  have  anything  to  do  with 

5817  this  exhibit. 

Q.  No,  but  do  you  think  that  has  anything  to  do 
with  operations  of  cargo  carriers  on  a  long-haul  cream 
skimming  basis?  Do  you  think  that  that  might  be  just  as 
dangerous  as  the  certification  of  an  applicant?  A.  No,  I 
don’t  think  it  is  as  dangerous  as  certification. 

Q.  Principally  because  if  an  applicant  is  certificated,  he 
might  possibly  receive  mail  pay?  A.  Well,  that  is  a  very 
definite  reason;  that  is  right. 

•  •  •  •  • 

5818 

•  •  •  •  • 

Q.  Then  with  reference  to  some  of  your  discussion  on 
the  potential,  in  which  you  quote  a  Curtiss-Wright  study, 
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did  you  hear  the  testimony  of  the  author  of  that  study, 
given  in  the  course  of  this  hearing,  to  the  effect  that  the 
figures  shown  there  are  too  low?  A.  No,  I  did  not. 

Q.  And  his  new  estimate  should  be  included  in  the  tabu¬ 
lation  appearing  on  page  19?  A.  It  might  be  added, 

5819  but  it  was  not  available  at  the  time  this  was  pre¬ 
pared. 

Q.  Oh,  this  was  prepared  before  November  the  23rd, 
1946?  A.  What  do  you  mean  bv  “this”? 

Q.  This  exhibit  AA-28.  A.  I  thought  you  were  refer¬ 
ring  to  testimony  in  this  proceeding. 

Q.  I  was.  A.  Then  what  is  your  question? 

Q.  Maybe  I  am  all  confused.  I  thought  you  said  that 
you  could  not  include  that  testimony  because  it  was  not 
available  at  the  time  this  was  prepared.  By  “this”  did  you 
mean  Exhibit  AA-28?  A.  I  meant  Exhibit  AA-15.  You 
see,  AA-28  merely  copies  Exhibit  AA-15. 

Q.  Except  that  it  leaves  out  one,  doesn’t  it:  Interstate 
Commerce  Commission?  A.  If  it  does,  I  was  not  aware 
of  it. 

Q.  That  is  the  largest,  I  think.  It  appears  on  page  19 
of  AA-28,  but  it  does  leave  out  Interstate  Commerce  Com¬ 
mission.  A.  It  may  be  added,  if  you  wish. 

Mr.  Gribbon:  Mr.  Examiner,  may  I  make  a  statement? 

Examiner  Cusick:  You  may. 

Mr.  Gribbon:  I  believe  that  the  Interstate  Commerce 
Commission  is  the  only  one  that  didn’t  assume  a  rate; 
and  as  shown  in  the  exhibit,  the  rate  is  blank,  and  we  used 
in  15  only  those  where  a  rate  was  assumed.  What  you  said, 
of  course,  is  substantially  true :  it  could  be  added. 

5820  By  Mr.  Beitel: 

Q.  Mr.  Jacob,  do  you  know  whether  or  not  the 
contract  air  cargo  division  of  American  Airlines  is  con¬ 
sidered  to  be  an  experiment,  like  the  experiment  which  was 
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operated  by  American  Airlines  with  the  Consolidated  Vul- 
tee  plane?  A.  Not  in  the  same  sense. 

Q.  American  Airlines  now  has  no  immediate  plans  for 
terminating  the  contract  operation?  A.  None  whatsoever. 

Q.  Does  it  intend  to  enlarge  the  contract  operation?  A. 
In  all  probability,  we  will. 

•  •  •  •  • 

5821 

•  *  •  •  • 

Cross  Examination 
By  Mr.  Stimson : 

Q.  Mr.  Jacob,  pursuing  this  subject  that  Mr.  Beitel  was 
touching  on,  for  just  a  moment:  there  is  a  rather  shadowy 
line,  isn’t  there,  between  what  constitutes  contract  opera¬ 
tions  and  non-scheduled  or  irregular  common  carrier  oper¬ 
ations?  A.  I  don’t  know.  I  do  not  know  very  much  about 
the  non-scheduled  or  irregular  route  type  of  operation.  We 
have  never  engaged  in  that  type  of  operation,  and  I  do 
not  know  what  the  problems  are. 

Q.  Well,  what  I  mean  is  this :  The  differences  be- 

5822  tween  some  of  the  applicants  here  who  call  them¬ 
selves  non-scheduled  common  carriers,  and  CACD 

of  American  Airlines,  are  not  always  readily  apparent, 
are  they?  A.  I  don’t  know. 

Q.  Don’t  the  two  animals  look  a  good  deal  alike?  A. 
I  wouldn’t  think  so.  I  would  think  there  would  be  a  con¬ 
siderable  difference,  of  necessity,  between  a  common  car¬ 
rier  operation  and  a  contract  operation. 

Q.  Well,  do  you  feel  that  none  of  the  applicants  here 
compete  with  CACD  for  business?  A.  Oh,  I  am  sure 
they  do,  in  a  sense. 

Q.  Well,  doesn’t  there  have  to  be  a  similarity,  then,  in 
order  to  allowT  them  to  compete?  A.  Mr.  Stimson,  I  am 
not  sure  whether  I  know  whether  the  applicants  in  this 
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proceeding  are  in  fact  engaging  in  a  contract  operation 
or  in  a  non-scheduled  common  carrier  operation.  I  don’t 
know  which  business  they  are  engaging  in. 

•  •  •  •  # 

5823 

•  •  •  *  • 

Q.  Then,  Mr.  Jacob,  your  main  reliance,  in  so  far  as 
your  belief  that  CACD  is  a  contract  operation,  unregu¬ 
lated  by  any  present  legislation,  is  that  there  is  no 

5824  holding  out  of  service  to  the  public;  it  is  a  matter 
of  contractual  arrangement  with  individuals,  ar¬ 
ranged  by  contract,  to  offer  them  a  service  that  they  de¬ 
sire?  A.  Yes,  it  is  two  things.  We  are  not  holding  out 
to  the  entire  public,  and  furthermore,  we  are  offering  a 
specific  service  of  the  entire  airplane,  the  entire  airplane 
in  one  unit. 

Q.  Now,  how  does  the  CACD  division  of  American  Air¬ 
lines  make  its  existence  known  to  prospective  customers? 
A.  It  makes  its  existence  known  just  like  any  other  con¬ 
tract  operator  does.  It  probably  goes  in  and  solicits  the 
business  from  a  prospective  shipper  of  products. 

Q.  Entirely  through  salesmen?  A.  Well,  the  contract 
air  cargo  division  has  no  sales  force  staff. 

Q.  Who  does  do  the  solicitation?  A.  The  general  man¬ 
ager  of  the  company. 

Q.  He  does  it  all?  A.  The  general  manager  and  his 
immediate  staff;  I  don’t  think  he  has  any  organization 
on  that  for  effecting  contracts.  I  think  he  and  his  execu¬ 
tive  assistant  enter  into  all  of  the  contracts. 

Q.  And  they  make  all  the  calls  and  do  the  traveling  and 
solicitation  and  initiate  conversations  looking  toward  busi¬ 
ness,  et  cetera?  A.  Presumably  so,  yes,  sir. 


2326 


Excerpts  from  Testimony  of  C.  W.  Jacob 


5825 

•  •  •  •  • 

Q.  But  if  one  of  these  little  men  soliciting  for  the  com¬ 
mon  carrier  operations  of  American  ran  into  rate  resis¬ 
tance  on  the  part  of  a  common  carrier  shipper,  would  he 
violate  his  instructions  if  he  passed  the  word  to  CACD 
that  there  was  a  prospective  shipper  who  would  be  glad  to 
use  air  transportation  w^ere  it  not  for  the  fact  that  rates 
are  high?  A.  I  don’t  know  what  his  specific  instructions 
are,  but  I  suspect  that  he  probably  would  violate  his  in¬ 
structions,  because  there  is  a  very  intense  competition  be¬ 
tween  the  two  units. 

Q.  Well,  I  understand  from  your  previous  testimony 
that  there  is  this  competition  and  this  dichotomy  between 
your  common  carrier  freight  operations  and  CACD.  But 
is  the  rivalry  so  great  that  the  traffic  department  of  Ameri¬ 
can  Airlines  has  issued  instructions  to  these  little  men 
never  to  pass  the  good  word  to  CACD?  A.  I  don’t  know, 
Mr.  Stimson,  how  they  work  that  out.  But  generally  speak¬ 
ing,  the  situation  is  that  the  “little  men,”  as  you  term 

5826  them,  are  working  for  the  common  carrier  service. 
I  don’t  mean  generally  speaking.  They  are  to  all 

intents  and  purposes  working  for  the  common  carrier  divi¬ 
sion.  And  they  are  competitive  with  the  contract  service 
in  the  same  sense  that  they  are  competitive  with  the  opera¬ 
tions  of  Slick  or  anyone  else  that  may  be  operating. 

•  •  •  •  • 

5831 

•  •  •  •  • 

Q.  And  do  you  feel,  Mr.  Jacob,  that  cost  data  derived 
from  an  Alaskan  operation  are  going  to  be  of  considerable 
value  to  American  Airlines  on  its  southern  operations? 
A.  I  certainly  do. 

Q.  Costs  are  similar?  A.  No,  not  necessarily. 

Q.  Well,  how  do  they  help  you?  A.  We  have  found  out, 
Mr.  Stimson,  from  the  operation  of  the  contract  air  cargo 
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division,  how  much  it  actually  costs  us  to  carry  cargo  in 
quantities.  We  have  never  carried  cargo  in  quantities  for 
hire  before,  and  no  one  had  up  until  the  last  year  or  so. 
It  has  been  a  very  useful  experience. 

I  didn’t  tie  my  reasons  for  establishing  CACD  down  to 
the  accumulation  of  cost  data  at  all.  I  said  that  was  one 
of  the  reasons. 

5832  Q.  And  the  others,  I  think  you  said,  were  flying 
freight  in  bulk  and  getting  experience  in  loading 

planes,  and  so  forth,  and  in  determining  what  rates  were 
good;  is  that  correct?  A.  Determining  what  rates  were 
good  was  one  of  the  primary  reasons. 

Q.  But  then  you  say  that  contract  rates  will  always  be 
different  than  common  carrier  rates,  so  that  what  you 
learned  there  isn’t  going  to  help  in  your  common  carrier 
business,  is  it?  A.  I  don’t  know  what  you  are  getting  at, 
Mr.  Stimson.  We  thought  we  had  prospects  of  getting  into 
a  business  that  had  the  potentialities  of  being  profitable, 
that  would  give  us  an  opportunity  to  break  the  bottleneck  in 
transportation,  which  was  then  very  acute,  relatively  rapid¬ 
ly  by  entering  into  that  type  of  business  that  -would  leave 
us  free  of  tariff  restrictions,  so  that  we  could  adjust  our 
rates  upward  or  downward  dependent  upon  the  costs  that 
we  encountered,  and  that  we  therefore  wouldn’t  lose  any 
money  in  the  business  by  getting  into  it  on  that  basis. 

Now,  we  have  always  had  the  intention  of  doing  some 
expansion  in  the  common  carrier  field. 

Q.  But  thus  far  it  has  only  been  an  intention.  There  has 
been  no  expansion  in  common  carriage  since  1943?  A. 
Oh,  yes. 

Q.  You  have  added  all-freight  schedules  since  then?  A. 
I  don’t  remember  the  exact  date  that  we  put  on  our  first 
all-freight  schedule.  We  have  added  a  tremendous  amount 
of  capacity  since  then. 

5833  Q.  In  combination  planes?  A.  That  is  right. 

Q.  But  you  have  not  added  any  all-freight  all-cargo 
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planes  that  would  permit  you  to  handle  all-bulk  shipments 
such  as  CACD  is  handling?  A.  Well,  you  see,  Mr.  Stim- 
son,  we  have  received  only  50  airplanes  of  the  Douglas  DC4 
type.  We  have  more  airplanes  coming,  in  the  foreseeable 
future.  We  took,  out  of  that  first  group  of  airplanes,  Doug¬ 
las  DC4’s,  seven,  and  assigned  them  to  the  contract  service. 

We  have  always  had  the  intention  of  doing  a  similar  job 
in  the  common  carrier  field. 

Q.  But  that  is  going  to  come  second?  A.  We  elected  to 
put  the  first  available  group  of  airplanes  into  the  cargo 
field,  because  we  thought  we  could  do  a  bigger  job,  have  a 
better  opportunity  to  experiment,  have  a  better  opportunity 
to  at  least  break  even  in  the  operation,  by  putting  those 
airplanes  into  the  contract  service. 

Now,  we  plan,  with  the  airplanes  that  are  becoming  avail¬ 
able  this  year,  to  do  a  similar  job  in  the  common  carrier 
field  just  as  fast  as  we  can. 

Now,  we  haven’t  been  able  to  do  those  things,  because  we 
haven’t  had  the  airplanes. 

Q.  And  in  American  Airlines’  judgment,  it  was  the  wiser 
course  to  put  the  first  seven  freight  planes  you  got  hold  of 
into  contract  operations?  A.  That  is  right. 

Q.  But  American  Airlines  has  a  certificate  of  public 
5834  convenience  and  necessity  for  the  carriage  of  per¬ 
sons,  property,  and  mail,  does  it  not?  A.  It  does. 

Q.  And  American  Airlines  is  of  the  opinion  that  the 
word  “property”  includes  air  freight?  A.  That  is  right. 

Q.  And  does  American  Airlines  feel  that  a  certificate 
imposes  any  obligation  on  a  certificated  common  carrier  to 
develop  its  common  carriage  ahead  of  other  things?  A. 
Well,  I  have  already  stated  that  there  was  a  very  acute 
transportation  bottleneck  at  the  time  we  put  the  first  air¬ 
planes  into  service. 

Now,  that  bottleneck  has  been  broken  very  rapidly,  it 
is  true,  but  I  am  still  of  the  opinion  that  the  biggest  job  in 
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breaking  that  bottleneck  was  done  by  putting  the  airplanes 
into  contract  service ;  and  it  was  done  the  quickest  that  way. 

Q.  Well,  isn’t  it  true,  Mr.  Jacob,  that  many  of  the  appli¬ 
cants  in  this  proceeding,  and  others  similarly  situated,  con¬ 
tributed  to  the  breaking  of  that  bottleneck?  A.  I  am  sure 
they  did. 

Q.  Wasn’t  American  aware,  at  the  time  CACD  was  in 
existence,  that  there  were  a  great  many  contract  operations 
working  on  that  bottleneck?  A.  There  were  a  great  many 
non-scheduled  passenger  carriers  also  working  on  the  pas¬ 
senger  bottleneck  that  then  existed. 

Q.  But  American  Airlines  felt  it  was  more  important  to 
join  the  non-scheduled  freight  operators  in  their 
5835  contract  operations  than  it  was  to  start  in  on  the  long 
deferred  development  of  common  carrier  air  freight 
in  bulk?  A.  Well,  you  can  only  do  one  thing  at  a  time,  Mr. 
Stimson.  You  can’t  do  everything  at  once.  Now,  we  didn’t 
neglect  the  common  carrier  property  business,  in  my  opin¬ 
ion.  We  were  adding  rapidly  Douglass  DC4’s  having  a 
tremendous  cargo  capacity,  and  the  capacity  ton-miles  of 
our  common  carrier  service  increased  very,  very  rapidly 
throughout  the  year  1946. 

Q.  Well  now,  Mr.  Jacob,  isn’t  there  a  difference  in  the 
freight  business  between  weight  available  and  space  avail¬ 
able?  A.  Yes. 

Q.  For  instance,  you  might  not  be  able  to  get  a  thousand 
pounds  of  flowers  into  the  same  space  that  you  could  get  a 
thousand  pounds  of  gold?  A.  That  is  true. 

Q.  So  that  when  you  talk  to  us  about  the  ton-miles  that 
were  available  in  combination  planes,  you  don’t  tell  us  the 
whole  answer  as  to  the  capacity  of  American  Airlines  to 
carry  air  freight,  do  you?  A.  Yes,  I  spoke  of  that  yester¬ 
day  in  my  testimony. 
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5839 

•  •  •  •  • 

Q.  Now,  I  understand,  Mr.  Jacob,  that  you  feel  that  all¬ 
property  carriers  are  unsound  propositions. 

So  do  I  then  take  it  that  you  are  here  opposing,  American 
Airlines  is  here  opposing,  the  granting  of  any  such  certifi¬ 
cates,  because  it  feels  that  even  though  a  carrier  were  cer¬ 
tificated  over  routes  that  lay  far  from  American's  sys¬ 
tem,  there  would  be  an  indirect  effect  on  eventual  cargo 
costs  that  would  redound  to  the  detriment  of  American 
Airlines?  A.  I  think  the  effect  on  air  transportation  and 
the  development  of  air  transportation  would  be  bad. 

Now,  I  will  amend,  if  I  may,  what  you  said,  and  what  I 
may  have  said,  very  slightly:  I  don't  think  it  follows  that 
there  never  will  be  any  carriers  exclusively  of  property  by 
air. 

The  time  may  come  when  such  a  unit  will  be  required  for 
particular  duties  or  particular  circumstances.  But  I  don't 
think  that  time  is  now. 

•  •  •  •  • 

55449 

•  •  •  •  • 

Proceed  with  the  cross  examination,  Mr.  Stimson. 

By  Mr.  Stimson: 

5850  Q.  Mr.  Jacob,  you  told  Mr.  Craven  yesterday  after¬ 
noon,  I  believe,  that  you  would  use  the  added  cost 
basis  of  computing  what  an  all-cargo  operation  on  cargo 
planes,  American  Airlines,  would  be,  because  cost  alloca¬ 
tion  is  not  an  exact  science  and  leads  to  peculiar  results  on 
occasion.  Do  I  correctly  state  your  testimony?  A.  No,  sir. 

Q.  Then  why  did  you  use  the  added  cost  basis  rather  than 
cost  allocation?  A.  Well,  we  used  the  added  cost  basis  in 
order  to  show  how  much  it  would  cost  us  to  do  the  job  in 
comparison  to  what  we  think  it  would  cost  an  applicant  who 
had  no  facilities  available  to  do  the  same  job. 
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The  only  fair  way  of  determining  what  the  cost  is  is  to 
actually  estimate  what  the  cost  is,  and  that  is  what  the 
second  column  in  this  table  is. 

Q.  That  is  what  added  cost  is?  A.  Added  cost  is  the 
cost. 

Q.  Mr.  Jacob,  American  Airlines  carried  cargo  and  oper¬ 
ated  an  extensive  freight  service  for  the  Army  Air  Forces 
during  the  war,  did  it  not?  A.  That  is  right. 

Q.  Did  you  carry  that  freight  on  an  added  cost  basis? 
A.  We  carried  that  on  a  pro-rated  basis. 

Q.  On  allocated  cost  basis?  A.  Mr.  Stimson,  maybe  I 
can  clear  up  some  of  the  discussion  of  added  cost  versus 
allocated  cost,  if  I  may. 

It  appears  from  the  questions  that  have  been  asked  of  me 
that  it  is  contended  by  some  of  the  applicants  that  the 
5851  certificated  airlines  should  set  their  rates  on  the 
basis  of  allocated  costs.  Now,  I  emphatically  dis¬ 
agree  with  any  such  notion.  The  setting  of  rates  in  the  fu¬ 
ture  in  the  freight  business,  in  the  express  business,  is  not 
necessarily  going  to  be  in  relation  to  so-called  allocation 
method  of  cost  determination  based  upon  ton-miles.  That 
hasn’t  been  true  in  any  form  of  transportation  in  the  past 
and  it  isn’t  going  to  be  true  in  air  transportation,  in  my 
opinion. 

Take  the  railroad  history,  for  example.  If  you  allocated 
the  cost  of  carrying  coal  in  a  railroad  train  on  the  basis 
of  ton-miles  carried  and  set  your  rates  on  that  basis  you 
never  could  carry  any  coal  in  this  country  because  nobody 
would  ship  coal.  If  you  did  the  same  thing  with  lettuce  you 
probably  would  come  out  with  some  kind  of  a  rate  situation 
that  would  be  utterly  impractical. 

It  seems  to  me  that  just  that  is  being  suggested.  We  will 
set  rates  which  will  attract  the  business  and  at  the  same 
time  produce  a  profit  to  us. 
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But  that  rate  determination  will  not  be  on  a  ton-mile 
basis  of  allocation.  It  can’t  be.  It  hasn’t  been  sensible  to 
do  that  in  other  forms  of  transportation,  and  it  isn’t  going 
to  be  in  this  business. 

Now,  there  may  have  been  some  reason  for  that  basis 
of  allocation  to  have  been  employed  in  the  early  days  of 
air  transportation,  because  we  have  had  an  airplane  that 
was  not  capable  of  being  loaded  to  capacity  in  each  of  the 
various  traffic  classes  without  displacement  of  other  classes 
of  traffic. 

5852  Now’,  we  are  coming  into  a  new  stage  of  this  busi¬ 
ness  where  we  will  be  operating  all-cargo  airplanes 
and  the  cost  of  operating  all-cargo  airplanes  will,  in  the 
long  run,  largely  determine  the  rate  that  is  offered. 

Well  now,  Mr.  Jacob,  I  thank  you  for  your  illuminating 
remarks,  but  I  am  not  interested  in  rates,  I  am  interested 
in  costs.  I  agree  with  you  that  costs  may  have  only  a  sec¬ 
ondary  bearing  on  rates,  and  vice  versa.  A.  I  didn’t  say 
that. 

Q.  As  I  understand  this,  on  page  56,  it  is  the  claim  of 
this  exhibit  that  American  Air  Lines  can  do  the  job  cheap¬ 
er  than  a  theoretical  new  company. 

1  You  arrive  at  that  result  by  using  added  cost  basis  and 
not  allocating  to  the  operation  of  an  all-cargo  service  on 
all-cargo  planes  any  of  the  costs  attributable  to  present 
facilities. 

Do  I  understand  you  to  say  that  you  think  that  is  a 
sounder  way  of  appraising  cost  than  the  allocation  method 
would  be?  A.  It  depends  on  what  purpose  you  want  to 
allocate  for. 

Q.  Let  us  say  it  is  for  the  purpose  of  making  a  profit, 
or  of  computing  a  profit.  A.  Well,  I  don’t  know’  what — 
I  don’t  think  you  can  make  a  profit  by  allocation.  I  do 
not  quite  get  what  you  mean. 

Examiner  Cusick:  Computing. 
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Q.  You  can  compute  a  profit  by  allocation,  can’t  you? 
A.  You  might  manufacture  one  by  allocation. 

5853  Q.  I  don’t  mean  that.  Let  me  approach  it  this 
way. 

Would  American  Air  Lines  have  conducted  its  cargo 
operations  for  the  Army  Air  Forces  during  the  war  on  an 
added  cost  basis?  A.  I  think  th$t  we  did  just  about  that. 

Q.  But  you  went  through  different  machinery,  did  you 
not?  A.  Different  machinery,  yes. 

Q.  You  used  allocation  formulas,  did  you  not?  A.  You 
have  to,  in  accounting. 

Q.  The  contracts  that  existed  between  the  air  lines,  in¬ 
cluding  American  on  the  one  hand  and  the  United  States 
Government  on  the  other,  set  out  in  some  detail  allocation 
formulas,  did  they  not?  A.  You  have  to  do  that,  of  neces¬ 
sity. 

Q.  Then,  why  wasn’t  it  possible,  in  preparing  this  ex¬ 
hibit,  for  you  to  devise  allocation  formulas  which  would 
allocate  to  the  cost  of  an  all-cargo  operation  on  all-cargo 
planes,  some  of  the  expense  is  attributable  to  present  facil¬ 
ities.  A.  We  could,  but  there  is  no  reason  to  do  so.  We 
don’t  plan  to  set  rates  on  that  basis. 

Q.  I  didn’t  understand,  Mr.  Jacob,  that  this  exhibit  was 
offered  as  proof  of  what  American’s  rates  would  be.  If 
I  read  it  correctly,  it  said  “comparison  of  operating  cost 
of  a  theoretical  X  Y  Z  all-cargo  airline  and  the  cost  of 
absorbing  such  an  operation  into  American  Air  Lines,  In¬ 
corporated.” 

Now,  costs  are  one  thing  and  rates  another.  Is  this 

5854  exhibit  a  cost  exhibit?  A.  It  is. 

Q.  Then  you  have  chosen  the  added  cost  basis  for 
making  your  comparison,  have  you  not?  A.  Well,  if  we 
are  going  to  set  rates  we  would  set  rates  on  that  basis,  too, 
Mr.  Stimson. 
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Q.  I  appreciate  that  you  might  do  that.  But  I  am  not 
interested  in  what  your  rates  would  be,  I  am  interested  in 
what  your  costs  would  be.  A.  I  think  the  rates  are  the 
most  important  thing  confronting  us  in  this  proceeding. 

Q.  I  understand  that  there  are  a  good  many  pages  of 
your  testimony  devoted  to  a  development  of  that  move. 
But  at  the  moment  we  are  talking  about  costs. 

Isn’t  that  an  inadequate  method  of  determining  what 
American  Air  Lines’  costs,  in  the  accepted  sense  of  that 
word,  as  used  by  accountants  may  be?  A.  Mr.  Stimson,  I 
would  say  that  the  purpose  of  allocation  is  to  determine 
costs.  If  allocation  were  perfect,  you  would  determine  the 
true  cost  of  something. 

The  true  cost  is  the  same  thing  as  the  added  cost.  The 
true  cost  of  performing  a  job. 

Q.  Well,  I  would  be  willing  to  agree  with  that  answer 
if  added  cost  included  costs  that  you  already  were  incurring 
which  you  incurred  for  a  new  purpose.  A.  Well,  if  we 
allocated  any  of  the  overhead  costs  of  American  Air  Lines 
to  the  all-cargo  operation,  we  would  only  effect  a  reduction 
in  the  costs  of  the  remaining  service. 

5855  Q.  Exactly.  A.  That  is,  the  passenger  and  mail 
services. 

Q.  Exactly.  And  you  would  effect  a  corresponding  in¬ 
crease  in  the  cost  of  your  cargo  service?  A.  Yes,  at  the 
expense  of  the  other  services. 

Q.  Exactly.  And  if,  for  the  sake  of  example,  the  presi¬ 
dent  of  the  company  devoted  two-thirds  of  his  time  to  the 
passenger  activities  of  the  business,  and  one-third  of  his 
time  to  the  cargo  aspects  of  the  business,  wouldn’t,  in  ac¬ 
cordance  with  generally  accepted  principles  of  accounting, 
a  fair  allocation  be  two-thirds  of  his  salary  to  passenger 
operations  and  one-third  to  freight?  A.  Well,  if  you  were 
going  to  prorate  all  the  overhead. 

Q.  If  you  don’t  like  the  example  of  the  president,  let  us 
take  the  superintendent  of  maintenance.  A.  You  still  only 
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have  to  have  only  one  superintendent  of  maintenance,  so 
from  our  viewpoint  we  only  have  to  add  the  cost  of  sixteen 
cents  per  ton  mile  as  compared  with  the  newcomer  having 
to  spend  19  cents  per  ton  mile. 

I  don’t  think  there  can  be  much  argument,  Mr.  Stimson, 
but  that  by  reason  of  the  facilities  we  have  we  can,  by 
spending  less  money,  do  the  same  job  that  a  newcomer  into 
the  field  would  have  to  spend.  That  is  my  only  point.  That 
is  the  only  point  I  wish  to  make. 

Q.  Well,  in  the  case  of  your  Army  contract  operations 
planes  were  furnished  to  you,  were  they  not,  by  the  Gov¬ 
ernment?  A.  That  is  right. 

5856  Q.  And  your  operations  under  those  contracts 
were  in  many  instances  conducted  on  offline  routes, 
in  other  words,  they  bore  no  relation  to  your  common  car¬ 
rier  service?  A.  That  is  correct. 

Q.  So  that  to  those  operations  in  many  instances  the 
things  that  American,  the  present  facilities  that  American 
contributed  in  addition  to  a  maintenance  base,  and  so  on, 
was  general  office  expense,  overhead  expense,  superinten¬ 
dence  and  the  like,  is  it  not?  A.  That  is  right. 

Q.  And  American  Air  Lines  in  its  contracts  with  Army 
Air  Forces  allocated  to  the  cost  of  performing  those  con¬ 
tracts  a  portion  of  that  general  overhead  expense,  did  it 
not?  A.  That  is  right 

Q.  And  it  did  it  by  formula?  A.  That  is  correct. 

Q.  And  in  your  opinion,  was  the  result  of  that  allocation 
more  nearly  accurate,  insofar  as  the  cost  of  performing 
those  contracts  was  concerned,  than  an  added  cost  com¬ 
putation  would  have  been?  A.  The  two  would  have  been 
one  and  the  same  had  each  been  accurate. 

Q.  Under  the  added  cost  computation  that  was  employed 
in  the  presentation  of  this  table,  would  you  have  achieved 
the  same  result  under  your  cargo  contracts?  A.  I  am  sor¬ 
ry,  I  don’t  think  I  understood  your  question. 
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Examiner  Cusiek:  Read  it  back,  please. 

5857  (Question  read.) 

By  Mr.  Stimson: 

Q.  I  mean  the  same  result  using  that  form  of  accounts, 
or  the  allocation  form.  A.  If  the  purpose  of  allocation  is 
to  determine  the  true  cost — in  my  opinion,  Mr.  Stimson, 
the  method  of  allocation  that  we  employed  in  the  Army 
contracts  was  probably  just  about  accurate  for  determining 
the  added  costs. 

I  don’t  think  there  would  be  any  appreciable  difference 
one  way  or  the  other  in  the  computation. 

Q.  Do  you  mean  added  costs  in  the  sense  of  added  costs 
as  applied  to  this  compilation  on  page  56?  A.  Well,  maybe 
we  are  getting  a  little  confused. 

Q.  I  think  we  are.  I  think  you  used  added  costs  in  one 
sense  when  you  tell  me  that  allocated  costs  is  the  equivalent 
of  added  costs,  and  you  use  it  in  another  sense  when  you 
tell  me  that  the  chart  on  page  56  is  computed  on  the  added 
cost  basis. 

Is  that  correct?  A.  There  is  a  difference,  Mr.  Stimson, 
between  the  allocation  of  all  of  the  overhead  of  a  company 
to  the  various  classes  of  business  that  it  engages  in,  and  the 
calculation  of  how  much  more  it  would  cost  you  to  do  a 
given  job  without  any  overhead  being  attached  to  that. 

I  do  not  say  that  that  is  not  so. 

1  And  this  column,  this  second  column  here  is  an  added 
cost  column.  I  have  intended  to  make  it  quite  clear  all 
along. 

Now,  when  that — 

5858  Q.  Now,  Mr.  Jacob,  if  a  passenger  contributed  it 
by  buying  his  ticket,  to  the  salary  of  the  president  of 

.American  Air  Lines,  and  the  president  of  American  Air 
Lines  devoted  a  portion  of  his  talents  and  time  and  ener¬ 
gies  to  managing  an  all-cargo  operation  conducted  on  all- 
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cargo  planes,  the  passenger  to  the  extent  that  he  contrib¬ 
utes  to  the  president’s  salary  would  be  subsidizing  or  aid¬ 
ing  the  cargo  operation,  would  he  not?  A.  I  don’t  think  so. 

Q.  Why  don’t  you  think  so?  A. 

Mr.  Gribbon:  Mr.  Examiner,  I  think  the  position  of 
everybody  is  stated  clearly  on  the  record.  Mr.  Jacob  has 
several  times  stated  it.  Mr.  Stimson  is  merely  arguing 
with  it  over  matters  not  relevant  to  this  proceeding. 

Examiner  Cusick:  I  think  it  has  been  over-developed, 
as  a  matter  of  fact.  The  purpose  of  this  exhibit,  as  I  see 
it — and  if  I  am  wrong  I  would  like  to  be  so  advised — is 
the  additional  use  American  could  make  out  of  existing 
employees  and  facilities,  and  based  upon  that  they  would 
be  served  an  added  cost,  resulting  in  these  figures  here. 
Is  that  correct? 

The  Witness:  That  is  correct,  exactly. 

Examiner  Cusick:  Whether  it  is  better  that  this  table 
should  have  been  drawn  up  on  an  allocated  basis  or  an 
added  cost  basis,  is  pure  argument. 

I  think  the  positions  have  been  developed  clearly.  The 
positions  of  the  parties  must  at  this  time  have  been  shown 
on  the  record. 

i  •  •  •  • 

5861 

#  •  •  •  • 

Cross  Examination 
By  Mr.  Lear : 

•  •  •  •  • 

5864 

•  •  •  •  • 

Q.  Are  you  aware,  Mr.  Jacob,  that  there  has  been  certain 
rate  cutting  in  the  air  freight  field?  A.  I  don’t  know  what 
you  mean  by  the  rate  cutting.  I  know  what  the  word  im¬ 
plies,  but  I  am  not  familiar  with  any  specific  examples  of 
rate  cutting. 
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5871 

•  •  •  •  • 

Continue  with  yonr  cross-examination,  Mr.  Lear. 

By  Mr.  Lear : 

Q.  Mr.  Jacob,  did  yon  testify  as  to  when  American  re¬ 
duced  the  number  of  aircraft  employed  in  its  all-cargo 
common  carrier  operation?  A.  No. 

Q.  Do  you  know  when  that  was?  A.  We  haven’t  made 
any  reduction  other  than  the  reduction  of  one  airplane  re¬ 
ferred  to  in  my  answer  to  your  previous  question. 

Q.  Do  you  know  when  that  airplane  was  taken  off?  A. 
I  answered  that  once  before,  I  think.  Some  time  in  the  last 
few  months.  I  don’t  know  the  exact  date. 

Q.  Do  you  know  why  that  was  done?  A.  No,  I  do  not 
know  the  details  of  it. 

We  did  not  effect  any  substantial  change  in  the  service. 
The  only  thing  I  can  think  of  is  the  New  York-Boston  cargo 
schedule  which  no  longer  became  necessary. 

Q.  Was  it  because  of  the — by  any  chance — additional 
schedules  providing  both  passenger  and  freight  service  in 
the  same  aircraft?  A.  That  additional  space  tended  to 
relieve  the  shortage  of  capacity,  yes. 

Q.  Do  you  believe  that  the  maximum  air  freight  poten¬ 
tial  has  been  developed  in  cities  serviced  by  American  Air¬ 
lines?  A.  By  no  means.  Neither  has  the  maximum  pas¬ 
senger  potential  been  developed. 

5872  Q.  Do  you  have  any  plans  for  developing  that 
potential?  A.  Yes. 

Mr.  Gribbon :  Mr.  Examiner,  that  is  stated  in  our  testi¬ 
mony. 

Mr.  Lear:  What  I  am  getting  at,  I  am  trying  to  relate 
this  back  to  the  discontinuance  of  the  operation  of  this  fifth 
plane.  It  seems  to  be  a  little  inconsistent  with  their  desire 
to  develop  the  maximum  potential. 
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By  Mr.  Lear: 

Q.  I  will  put  it  this  way,  Mr.  Jacob:  In  your  opinion, 
is  there  any  inconsistency  with  taking  off  this  fifth  air¬ 
plane  and  your  earnest  desire  to  develop  the  maximum  po¬ 
tential  in  the  cities  you  now  serve?  A.  No.  Do  you  want 
me  to  explain  why? 

Q.  If  you  will.  A.  The  Douglas  DC-3  airplane  is  an 
obsolete,  uneconomical  airplane.  It  is  our  intention  to  get 
the  Douglas  DC-3  airplanes  out  of  service  as  rapidly  as 
possible. 

It  will  never  be  possible  to  effect  a  sound  development  of 
the  property  by  air  movements  with  an  airplane  of  that 
type. 

We  found  that  that  one  airplane  was  not  currently  re¬ 
quired  in  our  scheduled  plan.  Our  program  is  outlined 
briefly  in  the  testimony  that  I  have  already  given.  We  plan 
to  put  in  more  efficient,  larger  airplanes,  devoted  and  built 
for  the  purpose  of  carrying  cargo. 

Q.  Up  to  the  present  time,  have  you  ever  operated  any 
aircraft  other  than  obsolete  aircraft  in  your  all- 
5873  cargo  common  carrier  operation?  A.  We  have 
operated  the  best  types  of  aircraft  that  were  avail¬ 
able.  The  Douglas  DC-3  airplane  was  not  an  obsolete  air¬ 
plane  a  few  years  ago.  It  is  now  an  obsolete  airplane,  but 
there  has  been  no  opportunity  to  go,  over  a  period  of  time, 
from  the  latter  part  of  1940  up  until  one  year  ago,  to  get 
any  airplane  to  replace  those  DC-S’s 

Q.  Well,  have  you  ever  made  any  effort  to  operate  DC- 
4’s  in  your  common  carrier  phase  of  your  operation?  All¬ 
cargo  airplanes,  I  mean.  A.  We  haven’t  had  the  airplanes 
available.  There  have  not  to  date  been  a  sufficient  number 
of  airplanes  available  for  us  to  make  that  possible.  We  will 
be  able  to  do  that  this  year. 

Q.  You  were  not  in  a  position  to  acquire  surplus  DC-4 
aircraft,  and  operate  them  in  your  common  carrier  field? 
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Is  that  correct?  A.  Well,  our  record  is  clear,  I  think.  We 
acquired  48  Douglas  DC-4  airplanes.  We  put  those  air¬ 
planes  into  the  passenger  business  just  as  fast  as  we  could, 
because  the  passenger  bottleneck  was  the  most  serious.  And 
I  have  already  explained  that  we  put  eight  of  them  into 
the  contract  service  and  the  reasons  why  we  did  so. 

We  are,  at  this  moment,  in  the  position  of  having  40 
Douglas  DC-4’s  in  passenger-property  combination  service 
in  the  common  carrier  field,  and  we  are  starting  to  get 
Douglas  DC-6’s.  We  already  have  three  of  those  delivered 
to  us.  They  are  in  our  training  base  at  Ardmore,  Okla¬ 
homa,  getting  ready  to  go  into  service. 

5874  About  April  1st  of  this  year  we  will  start  putting 
Douglas  DC-6’s  into  service.  At  that  time,  we  will  be 
in  a  position  to  start  shifting  Douglas  DC-4’s  into  the  cargo 
service  to  the  extent  that  may  be  required. 

Q.  I  don’t  know  whether  you  have  answered  this  ques¬ 
tion  or  not,  Mr.  Jacob,  and  if  you  have,  I  would  appreciate 
your  telling  me. 

I  can’t  understand  why  you  have  not  operated  the  planes 
you  have  in  contract  operation  over  cities  you  now’  serve  on 
your  certificate.  A.  There  is  no  reason  why  we  should  do 
so.  The  contract  field  is  a  field  of  business  distinctly  sepa¬ 
rate  and  separate  from  the  common  carrier  business,  and 
does  not  require  us  to  confine  our  operations  to  our  route 
certificates. 

Q.  You  mean  you  are  not  interested  in  developing  the 
maximum  air  freight  potential  in  cities  which  are  presently 
certificated — which  you  are  presently  certificated  to  serve, 
before  moving  on  to  other  points?  Is  that  correct?  A.  It 
is  not  correct 

Q.  Well,  then,  why  do  you  operate  between  Seattle  and 
Anchorage,  Alaska,  instead  of  developing  the  traffic  be¬ 
tween  New  York  and  Los  Angeles,  for  example?  A.  We 
operate,  where,  as,  and  if,  and  when  there  is  available  to 
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us  a  volume  of  business  that  will  enable  us  to  carry  re¬ 
spectable  loads  and  have  a  reasonable  chance  of  making  a 
profit. 

Q.  You  don’t  have  a  reasonable  chance  of  making  a  prof¬ 
it  and  carrying  respectable  loads  between  New  York 
5875  and  Los  Angeles.  Is  that  correct?  A.  There  is  a 
great  deal  of  difficulty  in  doing  so  and  confining  your 
operations  locally  to  that  service.  That  is  why  I  think  the 
applications  in  this  proceeding  are  based  upon  a  great  deal 
of  enthusiasm,  if  not  wishful  thinking. 

I  don’t  mean  to  imply  that  there  is  not  a  future  for  the 
common  carrier  business  between  specified  set  points ;  there 
certainly  is.  But  this  business  is  still  in  its  infancy,  in  its 
early  stages,  and  it  would  be  very  difficult  to  make  a  profit 
at  this  stage  of  the  business  by  confining  your  operations 
to  different  given  points. 

I  am  not  enthusiastic  about  the  profit  potentialities  in 
the  immediately  foreseeable  future  in  the  common  carrier 
business.  I  think  the  prospects  are  that  we  may  lose  money 
and  a  great  deal  of  money  for  a  while,  as  we  start  to  put 
these  DC-4’s  into  our  common  carriage  operation. 

Q.  These  are  the  DC-4’s  you  now  have  in  passenger  ser¬ 
vice?  A.  That  is  right. 

Q.  Then,  do  I  understand  you  to  state  that  you  believe 
the  maximum  air  freight  potential  is  fully  developed  be¬ 
tween  New  York  and  Los  Angeles?  A.  I  didn’t  say  that. 
I  said  it  was  not. 

•  •  •  •  • 

5880 

•  •  *  •  * 

Cross  Examination 
By  Mr.  Meyers : 
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5888 

•  •  •  •  • 

Q.  Now,  in  computing  your  costs  you  have,  I  believe, 
advertising  publicity  $7,798.17.  Did  that  include  all  the 
newspaper  advertising,  including  the  full  page  ads  in  the 
New  York  Times  and  the  Washington  papers  concerning 
the  inauguration  of  this  division?  A.  This  Division  didn’t 
do  any  advertising  of  its  services. 

Q.  Who  paid  for  the  advertising  in  the  New  York  Times 
and  in  the  Washington  papers  announcing  the  new  air 
freight  division?  A.  American  Airlines. 

Q.  That  is  not  counted,  then,  in  the  cost  of  the  Contract 
Division?  A.  No,  it  is  not. 

Q.  Have  you  any  estimate  as  to  how  much  that  adver¬ 
tising  cost?  A.  No,  I  do  not  know. 

5897 

•  •  •  •  i 

Q.  Are  you  familiar,  specifically,  with  the  proposed  mode 
of  operation  of  National  Skyway  Freight  Corporation?  A. 
No,  sir. 

I  Q.  You  just  know  the  proposals  in  general,  then?  A. 
That  is  correct 

Q.  Would  you  say  that  those  were  or  are  common  con¬ 
tract  in  character?  A.  No.  I  would  say  they  are  not. 

Q.  In  what  respect  are  they  not?  A.  Because  they  do 
not  assume  any  of  the  obligations  of  giving  regular  service 
to  all  comers  on  all  occasions  when  service  is  required, 
i  Q.  Perhaps  we  had  better  get  down  to  what  you  consider 
the  basic  factors  then,  of  common  carriage. 

Is  it  essential  for  common  carriage  that  it  be  a  linear 
type  of  operation? 

Mr.  Gribbon:  Mr.  Examiner,  I  object  to  that  question. 

Examiner  Cusick:  I  don’t  know,  this  witness  has  testi¬ 
fied  a  lot  along  the  line  of  what  a  common  carrier  is,  and 
I  have  been  wondering  whether  we  weren’t  getting  some¬ 
what  close  to  a  legal  question  of  what  a  common  carrier  is. 
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Mr.  Meyers :  He  has  characterized  this  pretty  freely  and 
I  was  trying  to  find  out  what  he  meant  by  his  characteriza¬ 
tions. 

Examiner  Cusick :  Cross  examination  has  been  permitted 
to  be  pretty  extensive.  However,  go  ahead. 

The  objection  is  overruled. 

Mr.  Gribbon:  Will  you  read  that  question? 

5898  (Question  read.) 

The  Witness :  My  answer  would  be  generally,  yes. 

By  Mr.  Meyers : 

Q.  And  is  it  essential  that  service  be  furnished  at  a  fixed 
time  according  to  a  time  table?  A.  Either  that  or  else  on 
the  b$sis  of  meeting  public  requirements  in  total. 

Q.  What  do  you  mean  by  that  last  statement?  A.  Well, 
if  you  are  a  common  carrier  as  I  see  it,  you  hold  yourself 
out  to  accept  what  is  tendered  to  you,  and  you  have  an  ob¬ 
ligation  largely  to  accept  all  that  is  tendered  to  you.  And 
you  have  to  provide  a  service  that  meets  that  public  re¬ 
quirement. 

Now,  I  would  think  you  would  either  have  to  operate 
on  a  regular  basis  or  else  you  would  have  to  operate  every 
time  there  is  any  business  offered  to  you. 

Q.  Mr.  Jacob,  in  a  common  carrier  pipeline,  minimum 
tenders  of  volume  are  common,  or  do  you  know?  A.  I  do 
not  know. 

Q.  Would  it  surprise  you  to  know  that? 

Examiner  Cusick:  What  difference  would  it  make,  Mr. 
Meyers,  whether  he  would  be  surprised  or  not? 

Mr.  Meyers:  I  am  trying  to  get  at  the  simple  proposi¬ 
tion  as  to  whether  it  must  be  a — whether  we  can  have  a 
minimum  pickup  as  a  factor  in  common  carriage. 

Mr.  Lawler:  In  pipelines? 

Mr.  Meyers:  We  are  going  to  carry  the  principle  over. 

Mr.  Grbbon:  He  made  no  basis  at  alL 
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Mr.  Meyers :  I  will  withdraw  the  question  and  ask 

5899  him  simply. 

By  Mr.  Meyers : 

Q.  In  your  conception  of  common  carriage  then,  is  it  ap¬ 
propriate  to  have  a  minimum  pickup  of  a  thousand  pounds 
such  as  has  been  suggested  for  freight'/  A.  It  would  not 
be  appropriate. 

Q.  On  the  theory  that  that  does  not  constitute  common 
carriage/  A.  Oh,  it  might  conceivably  constitute  common 
carriage.  1  don’t  think  it  makes  much  difference  whether 
it  is  common  carriage  or  isn’t  common  carriage.  It  is,  in 
any  event,  a  cream  skimming  operation. 

Someone  asked  me  what  I  meant  by  cream  skimming. 
That  is  certainly  cream  skimming.  It  is  taking  on  only  a 
certain  part  of  the  business  and  not  taking  care  of  another 
part  of  the  business  which  is  of  equal  importance. 

Q.  Now,  you  have  found  as  a  basis  of  your  type  of  opera¬ 
tion,  that  is,  a  linear  route  operation,  to  fixed  points  in 
time  table  schedule,  that  you  can  only  maintain  a  50  per¬ 
cent  load  factor?  A.  No.  I  didn’t  say  that.  We  have  not 
been  able  to  maintain  a  50  percent  load  factor  kept  during 
the  war  time  period.  And  I  assumed  a  50  percent  load 
factor  in  the  exhibits  I  presented  here  on  the  basis  that 
was  giving  the  fairest  break  that  I  felt  could  be  given  to 
the  applicants  in  this  proceeding,  and  my  testimony  stated 
that  I  have  grave  doubts  about  a  common  carrier  service 
of  property  by  air  averaging  as  high  as  50  percent  load 
factor. 

Q.  That  is  based  on  your  theory  of  common  car- 

5900  riage.  A  That  is  correct. 

Q.  Now,  if  the  Board  should  certificate  as  a  com¬ 
mon  carrier  an  applicant  in  this  proceeding  whose  basis 
is  that  of  the  area  theory,  so  that  he  does  not  maintain 
schedules  to  fixed  points  at  fixed  times,  but  maintains  sched¬ 
ules  to  pick  up  loads  as  they  are  tendered  in  minimum 
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quantities,  do  you  think  that  under  that  method  of  opera¬ 
tion  a  higher  load  factor  could  be  maintained?  A.  I  would 
say  you  would  be  given  a  valuable  right  and  protection. 

Mr.  Meyers:  Mr.  Examiner,  may  we  have  the  question 
answered? 

Examiner  Cusick:  Maybe  he  is  coming  to  it  in  the  ex¬ 
planation.  Are  you? 

The  Witness:  Yes,  sir. 

Examiner  Cusick:  The  question  specifically  is,  would 
you  have  a  higher  load  factor  under  that  condition? 

The  Vfttness:  You  would  have  a  higher  load  factor  under 
that  condition  because  you  would  have  a  very  distinct  ad¬ 
vantage  over  the  operator  who  had  to  provide  other  types 
of  service. 

By  Mr.  Meyers : 

Q.  The  certificated  lines  presently  are  offering  a  small 
package  service,  are  they  not,  according  to  your  figures? 
A.  Yes. 

Q.  They  are  not  equipped  to  handle  as  common  carriers 
the  large  bulk  freight  which  has  been  discussed  by  the 
applicants  in  this  proceeding?  A.  That  is  true  in 
5901  varying  degrees.  They  are  equipped  to  handle  some 
large  bulk  shipments  and  they  are  not  equipped  to 
handle  other  bulk  shipments.  We  won’t  know  that  until  we 
get  airplanes  that  are  built  for  cargo  service. 

Examiner  Cusick:  Mr.  Meyers,  I  know  there  has  been 
quite  a  bit  of  testimony  on  here,  on  the  direct,  relating  to 
other  carriers,  but  I  would  prefer  if  you  would  restrict 
your  questions  on  cross  examination  to  American.  That  is 
the  sole  carrier  involved  at  this  point. 

By  Mr.  Meyers: 

Q.  Would  it  be  unreasonable  to  establish  a  dichotomy 
between  bulk  carriage  of  freight  by  one  method  of  opera- 
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tions  and  the  small  package  freight  carriage  by  another? 

Mr.  Lawler :  Mr.  Examiner,  excuse  me,  may  we  have  the 
definition  of  “bulk”  that  Mr.  Meyers  is  using  in  his  cross 
examination? 

Examiner  Cusick:  It  has  been  used  frequently  here. 

The  witness  knows,  I  imagine. 

Mr.  Lawler :  I  don’t. 

Examiner  Cusick:  Are  you  objecting  to  the  question  be¬ 
cause  you  don’t  know  the  meaning  of  the  word  “bulk?” 

Mr.  Lawler :  That  is  right. 

Examiner  Cusick:  It  is  plain  what  you  mean  by  it. 

Mr.  Meyers:  Shipments  offered  in  large  volume  with  a 
minimum  of  1,000  pounds  per  tender  of  shipment. 

The  Witness:  We  have  too  many  big  words  now.  I  am 
confused. 

Examiner  Cusick:  Read  the  question  back,  please. 

(Question  read.) 

5902  The  Witness :  I  don’t  know  what  you  mean.  I  don’t 
understand  the  question. 

By  Mr.  Meyers : 

Q.  Would  it  be  unreasonable  for  the  Bo^rd  to  set  up 
one  system  of  common  carriage  for  large  volume  shipments 
which  would  have  to  carry  its  own  costs  of  operation  on 
the  one  hand,  and  leave  the  small  package  business  at  the 
added  cost  theory  to  the  passenger  planes  who  could  carry 
them  at  low  cost?  A.  I  think  that  would  be  a  little  bit 
like  certificating  a  passenger  carrier  to  engage  only  in  the 
high  speed  over-the-top  long  haul  business,  leaving  another 
carrier  in  the  whole  field. 

Q.  That  is  possible,  is  it  not?  A.  It  is  possible,  yes. 
But  it  is  not — 

Q.  But  it  is  not  before  the  Board  presently?  A.  It  is 
not  economically  feasible,  in  my  opinion. 


2347 


Excerpts  from  Testimony  of  C.  W.  Jacob 

Examiner  Cusick:  We  are  not  trying  the  Pan-American 
case  here. 

Mr.  Meyers:  I  hadn’t  even  thought  of  suggesting  the 
Pan  American  case  here. 

Examiner  Cusick :  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

By  Mr.  Meyers : 

Q.  Proceeding  further  on  the  type  of  operation  offered 
by  National  Skyway  Freight  Corporation,  as  contrasted 
to  the  type  of  operation  you  consider  appropriate  common 
carriage,  do  I  understand  you  correctly  that  you  object 
to  a  new  air  freight  carrier  serving  a  certificated 
5903  point  merely  because  it  is  already  certificated?  A. 

Well,  if  it  is  between  points  that  are  already  certifi¬ 
cated,  I  object  to  it.  I  wouldn’t  object  to  a  single  point, 
necessarily. 

Q.  We  have  heard  a  great  deal  from  the  city  of  Mil¬ 
waukee  in  this  hearing.  If  the  Flying  Tigers  should  desire 
to  carry  produce  from  Los  Angeles  to  Milwaukee,  would 
you  consider  that  as  between  certificated  points?  A.  Well, 
Mr.  Meyers,  I  think  my  position  is  clear.  It  is  not  directed 
toward  the  Flying  Tigers,  and  it  is  not  directed  toward 
any  company.  Our  position  is  that  there  is  no  need  to 
certificate  an  all-property  airline  in  order  to  carry  property, 
and  that  it  would  be  unsound  to  do  so  and  the  reason  for 
that  is,  that  the  property  can  be  carried  at  lower  cost  by 
carriers  that  also  engage  in  the  transportation  of  other 
forms  of  traffic. 

Q.  That  is  your  overall  theory.  However,  how  would 
freight  be  carried  from  Los  Angeles  to  Milwaukee  eco¬ 
nomically  under  the  present  route  system  for  passenger 
traffic?  A.  It  could  be  carried  by  American  Airlines,  for 
one. 
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Q.  Directly  to  Milwaukee?  A.  Yes. 

Q.  On  its  designated  routes?  A.  Yes. 

Q.  And  could  you  also  carry  it  to  Minneapolis?  A.  No. 
But  Western  Airlines  could  carry  it. 

Q.  Direct  to  Minneapolis?  A.  Yes. 

5904  Q.  And  who  would  carry  it  to  Dayton?  A.  Day- 
ton  to  Los  Angeles? 

Q.  No,  from  Los  Angeles  to  Dayton.  A.  TWA. 

Q.  And  from  Los  Angeles  to  Chattanooga?  A.  Well,  in 
that  instance,  there  is  no  single  carrier  at  the  present  time. 
That  would,  under  existing  certification,  require  one  trans¬ 
shipment 

I  have  already  indicated  in  my  testimony  that  the  air¬ 
lines  are  in  consultation  and  have  been  for  quite  a  long 
time  working  out  an  equipment  interchange  arrangement 
for  the  taking  care  of  plane  load  shipments  of  that  type. 

Q.  A  shipper  of  flowers  in  Los  Angeles  desiring  to  ship 
his  flowers  to  the  most  appropriate  market  at  the  time  of 
shipment,  and  wanting  to  make  a  choice  between  those 
cities,  then  would  have  to  be  prepared  to  deal  with  one  of 
the  four  lines  that  have  been  named?  A.  If  he  were  send¬ 
ing  it  by  common  carriage? 

Q.  Yes.  A.  Yes. 

Q.  Now  then,  if  we  move  to  the  produce  center  of  Sa¬ 
linas,  or  to  the  produce  center  of  El  Centro,  in  California, 
what  would  the  shipper  there  have  to  do  in  order  to  get 
common  carriage  to  the  cities  named?  A.  He  would  ship 
by  the  existing  airlines.  El  Centro  is  a  certificated  point. 

Q.  Would  he  have  to  transship?  A.  Yes.  There  would 
be  a  transshipment  pending  the  time  that  an  interchange 
of  equipment  would  work  out.  I  don’t  doubt  that 

5905  that  equipment  interchange  will  take  place  in  due 
course  of  time  in  the  development  of  common  car¬ 


nage. 
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•  •  •  •  • 

5992  Laigh  C.  Parker 

•  •  #  •  • 

Direct  Examination 
By  Mr.  Kell : 

Q.  Will  you  please  state  your  name  for  the  record?  A. 
Laigh  C.  Parker,  vice  president,  traffic,  and  director,  Delta 
Airlines,  Inc. 

•  •  •  •  • 

5996 

•  •  •  •  • 

The  Witness :  Any  allegation  of  historical  negligence  on 
the  part  of  Delta  Air  Lines,  Inc.,  or,  for  that  matter,  any 
of  the  other  certificated  airlines,  in  the  establishment  and 
development  of  Air  Freight  Service  is,  I  believe,  unjusti¬ 
fied. 

Prior  to  1939,  there  was  ample  reason  for  Delta’s  failure 
to  inaugurate  freight  service.  For  one  thing,  there  did  not 
exist  at  that  time  the  degree  of  acceptance  on  the  part  of 
the  public  as  to  the  desirability  and  value  of  air  transporta¬ 
tion  for  property  as  exists  today. 

As  early  as  1937  Delta  gave  consideration  to  the  estab¬ 
lishment  of  an  air  freight  service.  Prior  to  1941,  however, 
our  operations  extended  only  from  Charleston,  South  Caro¬ 
lina,  to  Fort  Worth,  Texas,  through  an  area  which 

5997  even  today  possesses  a  relatively  low  on-line  freight 
potential.  Cargo  shipments  between  New  York  and 

Chicago  and  the  other  great  cities  in  the  industrial  north¬ 
east  and  mid-west  on  the  one  hand,  and  Birmingham,  At¬ 
lanta,  Charleston,  Dallas,  and  Fort  Worth  on  the  other 
offered  us  little,  if  any  potential  revenues  due  to  the  avail¬ 
ability  of  more  direct  routings  than  via  Delta’s  route.  The 
combined  population  of  these  key  cities  of  Delta  was  75 
per  cent  of  the  entire  city  population  served  by  us.  Also, 
a  large  part  of  the  territory  served  by  us  was  supported 
mainly  by  agricultural  rather  than  industrial  activities. 
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In  addition,  any  equipment  even  remotely  suitable  for 
cargo  operation  at  that  time  was  largely  available  only 
from  its  manufacturer,  and  then  only  at  a  price  which  in 
relation  to  currently  available  surplus  aircraft  was  far 
more  costly. 

Thus,  in  view  of  the  non-industrial  character  of  our  on¬ 
line  traffic,  the  more  direct  routings  between  our  cities  and 
the  industrial  centers,  the  limited  population  then  served 
by  us,  and  the  equipment  situation,  it  was  our  opinion  that 
the  establishment  of  an  air  freight  service  at  that  time 
would  be  economically  unsound. 

These  conditions  and  conclusions  prevailed  until  1941, 
when  we  were  awarded  a  route  extension  from  Atlanta  to 
Cincinnati,  which,  for  the  first  time,  enabled  us  to  serve 
a  nationally  important  industrial  and  distribution  area. 

By  1941,  however,  conditions  were  affected  by  the  Euro¬ 
pean  War  and  the  equipment  problem  was  getting  even 
more  acute  than  it  had  been.  Our  aircraft  fleet  at  that  time 
was  composed  of  five  DC3’s  and  four  Lockheed  Elec- 
5998  tras,  the  latter  being  wholly  unsuited  for  transpor¬ 
tation  of  cargo  except  in  small  packages. 

From  1942,  during  which  over  50  per  cent  of  our  aircraft 
were  commandeered  by  the  Army  Air  Forces,  until  the  end 
of  hostilities  in  late  1945,  we,  in  common  with  all  other 
carriers,  were  confronted  with  severe  equipment  and  per¬ 
sonnel  shortages,  and  a  tremendous  volume  of  priority 
traffic  far  beyond  our  available  capacity.  These  conditions, 
plus  the  fact  that  the  Government  controlled  the  allotment 
of  aircraft  to  all  carriers  during  the  war,  made  it  impos¬ 
sible  for  us  to  give  any  consideration  to  the  establishment 
of  common  carrier  freight  service. 

For  some  time  during  the  war,  however,  Delta  did  oper¬ 
ate  an  exclusively  air  freight  service  under  contract  with 
the  Army  Air  Forces  between  Detroit  and  Miami  and  be¬ 
tween  Atlanta,  Memphis,  and  Oklahoma  City. 
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Although  this  was  conducted  on  a  “cost-plus  basis,”  I 
think  it  is  pertinent  to  mention  that  the  degree  of  aircraft 
utilization  attained  by  Delta  was  the  highest  and  the  cost 
per  mile  to  the  Government  one  of  the  two  lowest  of  all  air¬ 
lines  operating  C45’s  domestically  under  contract  to  the 
AAF.  ' 

Prior  to  the  cessation  of  hostilities  and  during  the  period 
of  Delta’s  contract  cargo  operation  for  AAF,  we  employed 
a  full  time  Cargo  Traffic  Manager. 

He  was  employed  on  a  permanent,  rather  than  a  tempo¬ 
rary  basis,  as  it  was  realized  that  following  the  war  it 
would  be  necessary  to  provide  freight  service  over  our 
routes. 

This  realization  was  strengthened  by  the  fact  that 
5999  Delta’s  routes  had  been  expanded  during  the  war 
and  favorable  decisions  were  hoped  for  on  at  least 
some  of  the  new  route  applications  on  which  hearings  had 
been  held.  In  anticipation  of  inaugurating  a  freight  service, 
Delta,  along  with  other  certificated  carriers,  formed  Air 
Cargo,  Incorporated,  for  the  purpose  of  analyzing  nation¬ 
wide  cargo  potentials. 

Immediately  following  cessation  of  hostilities,  Delta,  due 
to  a  continuing  manpower  shortage,  had  to  temporarily 
postpone  the  establishment  of  freight  service,  as  it  was 
necessary  to  inaugurate  cargo,  passenger,  and  mail  service, 
over  its  new  Chicago-Miami  route,  the  award  of  which  had 
been  made  in  August,  1945. 

By  May,  1946,  however,  only  some  nine  months  after  V-J 
Day,  we  were  well  under  way  with  our  plans  for  the  in¬ 
auguration  of  freight  service.  The  Freight  Tariff  was  about 
finished,  contracts  were  being  made  with  ground  agencies 
for  the  provision  of  freight  pickup  and  delivery  service, 
and  traffic,  reservations,  and  station  personnel  were  being 
instructed  in  the  procedure  for  soliciting  and  handling  air¬ 
freight  shipments.  Three  months  later,  all  arrangements 
had  been  completed  and  air  freight  service  on  all  of  our 
scheduled  flights  was  inaugurated  on  August  15,  1946. 
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At  that  time,  two  C47’s,  which  had  previously  been  used 
in  pilot  training,  as  well  as  for  occasional  freight  charter 
flights,  were  made  available  to  our  cargo  department  for 
scheduled  freight  service. 

In  analyzing  the  possible  utilization  for  the  C47’s  for  such 
scheduled  freight  service,  it  appeared  that  with  the 
6000  possible  exception  of  the  Chicago-Cincinnati- Atlanta 
segment,  the  foreseeable  and  consistent  freight  traf¬ 
fic  potential  on  our  system  “both  ways,”  i.  e.,  for  going  and 
returning  flights,  would  be  relatively  low. 

The  use  of  these  ships  in  scheduled  freight  service  was 
postponed  and  is  still  being  postponed,  as  on  our  sched¬ 
uled  daily  service  between  Chicago  and  Atlanta,  via  Cin¬ 
cinnati  and  Knoxville,  there  is  approximately  15,000  pounds 
of  payload  available  daily  for  freight  shipments  which  is 
not  being  utilized. 

Until  such  time  as  the  freight  traffic  developed  ap¬ 
proaches  or  exceeds  the  payload  available,  it  would  not 
appear  to  be  sound  to  inaugurate  scheduled  all-freight 
service.  This  is  particularly  true,  as  the  C47  on  hand  can 
be  used  at  any  time  for  planeload  shipments  or  shipments 
of  unusual  weight  or  size,  when  such  shipments  cannot  be 
handled  on  our  scheduled  flights. 

We  are,  however,  working  aggressively  in  the  solicita¬ 
tion  of  air  freight  and  have  been  encouraged  by  the  prog¬ 
ress  made.  While  the  volume  is  still  relatively  low,  we 
have  reason  to  believe  it  will  increase  rapidly  within  the 
next  few  months.  Recently,  we  completed  arrangements 
with  Alden’s  Incorporated,  in  Chicago,  the  third  largest 
mail  order  house  in  the  world,  by  which  we  will  transport 
from  1500  to  3000  pounds  of  air  freight  daily  from  Chicago 
to  Atlanta. 

When  we  develop  two  or  three  more  such  accounts  for 
both  northbound  and  southbound  flights,  we  will  feel  justi¬ 
fied  in  inaugurating  scheduled  daily  round  trip  cargo 
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flights  between  Atlanta  and  Chicago  via  Knoxville 
G001  and  Cincinnati.  Such  service  can  be  started  on  very 
short  notice,  as  we  have  the  necessary  aircraft  and 
crews  on  hand  at  this  time. 

As  to  our  non-exclusive  cargo  operations,  Delta  present¬ 
ly  has  approximately  15,000  pounds  of  payload  available 
daily  each  way  between  Chicago  and  Atlanta,  via  Cincin¬ 
nati,  and  approximately  30,000  pounds  of  payload  available 
daily  each  way  between  Chicago  and  Miami,  which  is  equiv¬ 
alent  to  the  payload  of  five  C47’s  daily. 

Each  DC4  flight  can  handle  about  7  thousand  pounds  of 
freight  in  addition  to  a  full  load  of  passengers  and  the 
average  volume  of  baggage,  mail,  and  express. 

As  to  the  future,  we  realize  that  scheduled  all  freight 
plane  service  will  eventually  be  required.  In  this  connec¬ 
tion,  we  are  to  receive  delivery  during  the  coming  summer 
of  a  fleet  of  Martin  202’s.  As  soon  as  we  are  able  to  estab¬ 
lish  the  actual  operating  costs  of  this  aircraft,  we  will 
check  such  costs,  less  items  resulting  from  passenger  hand¬ 
ling,  against  its  payload,  cubic  capacity  and  suitability  for 
cargo  operation. 

If  it  develops  that  the  Martin  202  will  make  a  good  cargo 
aircraft,  it  will  obviously  be  wiser  for  us  to  use  the  same 
type  aircraft.  For  both  passenger  and  freight  flights,  as 
standardization  will  result  in  a  much  lower  cost  of  opera¬ 
tion. 

Such  lower  costs  would  permit  the  offering  of  lower  rates 
with  a  more  profitable  return. 

At  the  present  time,  every  Delta  flight  is  available  for  the 
transportation  of  air  freight.  Thus,  air  freight  ser- 
6002  vice  is  offered  by  us  to  all  cities  which  we  serve. 

Pickup  and  delivery  service  is  also  available  when 
desired.  Through  connections  with  other  certificated  car¬ 
riers,  we  can  offer  shippers  in  our  cities,  service  to  prac¬ 
tically  all  of  the  nation’s  largest  cities.  When  the  business 
developed  consistently  exceeds  the  capacity  of  our  present 
type  of  service,  we  will,  as  I  have  stated,  inaugurate  sched¬ 
uled  daily  all  freight  flights  where  necessary. 
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In  the  meantime,  we  will  continue  to  devote  an  ever  in¬ 
creasing  percentage  of  our  sales  efforts  to  the  develop¬ 
ment  of  freight  traffic.  We  are  employing  and  will  continue 
to  employ  newspaper,  national  trade  periodicals,  and  direct 
mail  advertising  as  supplements  to  freight  solicitation  by 
our  traffic  personnel. 

As  a  result  of  almost  twenty  years  experience  in  the 
operation  of  transport  aircraft,  our  experience  during  the 
war  in  operating  under  contract  with  the  AAF  and  our 
experience  since  August,  1946,  in  operating  freight  service, 
we  are  confident  that  we  can  provide  such  air  freight  ser¬ 
vice  as  is  required  between  the  cities  served  by  us  and  as 
may  be  economically  justified,  as  efficiently  as  any  other 
carrier. 

We  have  an  established  sales  and  administrative  organ¬ 
ization  and  we  have  maintenance  bases,  only  a  fraction  of 
the  expense  of  which  would  be  properly  chargeable  to  the 
operation  of  freight  service.  Lowered  operating  costs 
as  a  result  of  the  availability  of  such  facilities  can  and  will 
be  passed  along  to  shippers  through  a  reduction  in  our 
freight  tariff  as  such  becomes  possible. 

6003  If  we  are  denied,  by  the  authorization  of  competi¬ 
tive  service,  the  receipt  of  all  such  revenues  as  will 
accrue  from  an  existing  and  potential  freight  traffic  over 
our  routes,  the  loss  of  such  revenues,  coupled  with  the  pres¬ 
ent  and  foreseeable  conditions  facing  the  industry,  might 
very  well  result  in  our  having  to  ask  for  substantial  in¬ 
creases  in  mail  pay. 

The  failure  of  the  certificated  carriers  to  engage  exten¬ 
sively  in  a  freight  service  prior  to  the  war  and  the  immedi¬ 
ate  postwar  period  activities  of  many  of  the  applicants  in 
this  proceeding  does  not  in  any  -way  indicate  negligence 
on  the  part  of  the  certificated  airlines. 

In  this  connection,  it  should  be  pointed  out  that  the  prob¬ 
lems  before  the  war  and  the  problems  existing  now  are 
drastically  different 
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When  the  applications  being  heard  during  this  proceed¬ 
ing  were  filed,  it  was  at  a  time  when  a  tremendous  number 
of  surplus  aircraft  were  available  at  extremely  low  prices, 
a  tremendous  demand  for  service  due  to  postwar  transpor¬ 
tation  shortages  existed,  trained  personnel  were  available, 
and  until  a  few  months  ago,  the  financial  market  with  re¬ 
spect  to  equity  financing  was  more  favorable  than  it  had 
ever  been  in  the  past.  In  addition,  the  public  has  now  been 
educated  by  wartime  use  of  air  transport  to  the  value  of 
air  transportation.  None  of  these  conditions  existed  prior 
to  the  war. 

By  Mr.  Kell: 

Q.  Do  you  have  any  corrections  or  comments  to  make 
with  respect  to  that  written  testimony,  Mr.  Parker? 
6004  A.  Two  corrections :  On  page  3,  in  the  middle  of  the 
page,  there  is  a  sentence:  “In  anticipation  of  in¬ 
augurating  a  freight  service,  Delta  *  * 

At  that  point,  there  should  be  inserted  “in  1942  joined,” 
and  the  words  “along  with”  should  be  stricken. 

In  the  same  sentence,  after  the  words  “certificated  car¬ 
riers”  there  should  be  inserted  the  words  “as  a  stockholder 
in”. 

The  reason  for  the  correction  is  that  I  was  in  service 
at  the  time  that  this  took  place,  and  in  preparing  my  testi¬ 
mony  I  was  not  aware  of  the  fact  that  Delta  became  a 
stockholder  in  Air  Cargo,  Inc.  approximately  18  months 
after  it  had  been  originated. 

Q.  The  word  “formed”  next  to  the  last  word  should  also 
be  stricken?  A.  That  is  correct,  sir. 

Q.  Do  you  have  another  comment  to  make  with  respect 
to  this  testimony?  A.  Yes.  On  page  6,  in  the  seventh  line 
from  the  bottom  of  the  page,  at  the  end  of  the  paragraph, 
there  appear  the  words  “economically  justified,  as  any 
other  carrier.” 

There  should  be  inserted  between  the  words  “as”  and 
“any”,  the  words  “efficiently  as”,  so  as  to  read  “as  efficiently 
as  any  other  carrier.” 
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6005  Cross  Examination 

By  Mr.  Page: 

•  •  •  •  * 

Q.  Possibly  I  can  simplify  my  question  by  asking:  You 
don’t  contemplate  in  the  future,  in  any  portion  of  trans¬ 
continental  freight  shipments  which  you  would  carry 
over  your  system,  to  ship  freight  east-west  via  Cin- 

6006  cinnati  or  Chicago,  do  you?  A.  Oh,  yes,  we  have 
had  occasion  to  do  that  when  we  have  found  that  the 

connecting  services  were  faster.  For  example,  to  the  north¬ 
ern  part  of  the  West  Coast,  it  is  a  bit  faster  to  go  from 
Atlanta  on  the  nonstop  to  Chicago,  connecting  with  one  of 
United’s  fastest  flights.  It  is  a  better  service  than  via  the 
southern  transcontinental  through  Dallas. 

I  think  there  is  one  combination  of  schedules  that  is  fast¬ 
er  to  San  Francisco  by  Chicago  than  it  is  by  Dallas. 

Q.  Would  you  not  undertake  to  generate  the  greatest 
amount  of  freight  mileage  on  an  East  Coast- West  Coast 
partial  carriage  over  that  portion  of  your  system  which 
flows  east  and  west?  A.  True,  sir,  but  that  is  of  secondary 
consideration.  The  fastest  service  for  the  shipper  is  more 
important 

Q.  Your  freight  service  was  inaugurated  on  August  15 
of  1946?  A.  Yes,  sir. 

•  •  *  •  • 

6014 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Morris : 

•  •  •  •  • 

6015 

•  •  •  •  * 

Q.  Exhibit  page  3  which  you  sponsor,  I  believe,  simply 
shows  what  the  capacity  of  the  planes  was  minus  the  pas- 
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sengers,  mail,  express,  and  freight;  is  that  it?  A.  No, 
sir.  We  may  be  referring  to  the  same  thing,  but  the  way 
you  said  it,  it  would  infer  the  maximum  capacity  of  the 
plane  less  the  load  aboard.  It  was  the  load  allowable  under 
the  conditions  in  which  it  was  operating,  less  the  traffic 
aboard. 

Q.  In  other  words,  from  these  figures,  it  is  impossible 
to  tell  what  unused  capacity  there  was  in  the  passenger 
cabin  and  what  in  the  baggage  and  cargo  bins  of  the  planes  ? 
A.  That  is  correct,  sir.  I  should  like  to  add  one  further 
comment  that  might  clear  some  of  that  up ;  and  that  is  that 
only  on  two  or  three  occasions  have  we  ever  had  a  DC4 
operating  that  we  didn’t  have  plenty  of  cubic  capacity  load 
available,  and  the  bulk  of  the  capacity  and  poundage  shown 
on  pages  3  and  4  is  resulting  from  DC4  operations. 

•  •  •  •  • 

6029 

Cross  Examination 

By  Mr.  Seamon : 

•  •  •  •  • 

6030 

•  •  •  •  • 

Q.  In  other  words,  you  feel  that  you  haven’t  spent  more 

money  in  addition  than  you  have  received  from  the  freight 
operation?  A.  Than  we  would  have  spent  otherwise,  you 
mean?  No,  I  don’t  think  so. 

Q.  And  it  isn’t  your  intention  to  do  so,  is  it?  A.  Oh, 
yes.  We  are  willing,  where  there  is  a  reasonable  expec¬ 
tancy  of  a  return  in  the  foreseeable  future  in  the  reason¬ 
able  future  to  make  an  investment  in  the  service.  But  we 
certainly  don’t  want  to  go  out  on  the  deep  end,  because  we 
have  a  responsibility  under  our  certificate  to  operate  an 
economical  operation  and  a  profitable  one  to  the  extent 
possible. 
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Q.  And  that  would  be  one  of  the  reasons,  wouldn’t  it, 
Colonel,  that  you  state  on  page  3  that  the  use  of  ships  in 
the  scheduled  freight  service  was  postponed  and  is  still 
being  postponed?  A.  Well,  that  is  based  on  the  fact 
that  it  would  appear  to  be  very  unwise  to  provide  sched¬ 
uled  service  in  freight  service  when  you  are  not  using 
the  available  capacity  in  vour  presently  scheduled 

6031  service. 

•  *  •  •  • 

6032  A.  I  think  that  can  be  arrived  at  by  taking  the 
flight  numbers  that  are  shown  on  page  3.  I  might 

state  that  for  the  record  so  that  if  you  wish  to  compute  it 
for  the  record  later  in  any  case:  All  of  the  Delta  flights 
which  have  three  DC4  flights.  The  rest  of  them  are  DC3s. 
So  the  available  poundages  are  shown  here  for  the  month. 
And  you  can  therefore  differentiate  between  the  DC3  and 
DC4,  and  the  average  can  be  arrived  at  there. 

Q.  That  average  would  also  include  unused  weight  capa¬ 
city  based  upon  your  passenger  or  your  cabin  space  also, 
wouldn’t  it?  A.  This  is  only  intended  to  show’  the  pay- 
load  in  pounds  that  wrere  available  that  could  have  been 
carried  which  were  not  carried. 

And  therefore,  take  for  example,  page  3,  under  Flight 
20,  wrhere  it  shows  for  the  month  that  there  w~ere  29,978 
pounds  available:  if  we  strike  a  daily  average,  that  is  a 
thousand  pounds  a  day  on  that  particular  flight 

Q.  Well,  am  I  not  correct,  though,  that  that  would  also 
include  wreight  capacity  based  upon  empty  seats  in  the  pas¬ 
senger  cabin?  A.  Well,  I  have  only  intended  that  this 
should  represent  payload  that  was  unused.  Now,  I  am 
unable  to  say  whether  that  day  we  had  a  light  gas  load 
and  a  light  mail  load  and  a  heavy  passenger  load,  or  vice 
versa. 

Q.  That  answers  the  question.  Thank  you  very  much. 
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6034 

•  •  t  •  • 

Q.  Shippers  of  strawberries  desiring  to  ship  into  Atlanta 
from  the  West  Coast;  shippers  of  flowers  desiring  to  ship 
into  Atlanta  from  the  West  Coast;  shippers  of  flowers 
desiring  to  ship  into  Atlanta  from  the  West  Coast,  by 
common  carriage:  Are  you  equipped  to  handle  their  ship¬ 
ments?  A.  Yes,  we  can  handle  a  certain  poundage  of  that 
under  certain  conditions. 

Q.  But  it  would  require  an  interchange,  would  it? 

6035  A.  Yes. 

Q.  Where?  A.  Depends  on  the  routing  it  took 
from  the  West  Coast  to  where  it  touched  our  line. 

Q.  Could  you  refrigerate?  A.  No,  sir,  we  have  no  facil¬ 
ities  for  refrigerating. 

Q.  Do  you  have  any  plans  for  such?  A.  No.  We  have 
stated  in  the  last  part  of  our  testimony  that  if  and  when 
those  facilities  we  believe  are  needed  with  reasonable 
frequency,  and  the  business  available  appears  to  justify 
the  expense  thereof,  we  will  put  on  such  technicians,  such 
facilities,  and  such  aircraft  as  may  be  required  and  econom¬ 
ically  justified. 

Q.  Do  you  know  haw  many  pounds  of  flowers  and  straw¬ 
berries  were  taken  into  Florida  by  the  Flying  Tiger  line 
in  1946?  A.  No,  sir,  I  do  not. 

Q.  It  is  your  present  impression  that  there  is  not  suffi¬ 
cient  cargo  of  that  sort  to  be  concerned  with  at  this  time? 
A.  On  a  scheduled  service  sufficient  to  maintain  an  econom¬ 
ical  and  profitable  payload  both  ways  day  after  day,  I  don’t 
think  there  is. 

Q.  On  your  type  of  operation?  A.  No,  no.  That  is  my 
opinion  at  the  present  time  on  an  economical  operation 
in  sufficient  volume  to  make  it  profitable  both  ways  day 
after  day.  I  don’t  think  that  business  is  presently  available. 
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Q.  Well,  Colonel, —  A.  I  could  be  wrong,  sir. 

6036  Q.  What  about  the  growing  seasons,  the  seasons 
of  the  year  when  there  are  large  volumes  of  such? 

A.  It  certainly  is  not  economically  feasible  in  my  opinion 
to  set  up  a  service  to  take  care  of  a  peak  demand  and  at¬ 
tempt  to  operate  it  all  the  time. 

Q.  What  if  there  were  peak  demands  in  several  growing 
seasons  that  would  level  out  over  the  year?  A.  Oh,  that 
would  be  profitable. 

Q.  And  you  don’t  think  that  such  is  profitable  now?  A. 
I  have  no  information  that  would  lead  me  to  believe  that 
such  a  condition  exists  at  this  time. 

Q.  You  state  that  as  a  stockholder  in  Air  Cargo,  Inc. 
you  have  obtained  air  studies  which  analyze  the  nationwide 
air  cargo  potentials.  Do  I  take  it  that  those  studies  have 
not  covered  this  problem?  A.  Those  studies  covered  in 
general  the  air  freight  potentials,  nationwide. 

Q.  What  do  those  studies  state  as  to  this  program?  A. 
I  would  not  care  to  comment  on  that. 

•  •  •  •  • 

6037 

•  •  •  •  • 

Q.  Do  you  know  the  potentials  that  might  come  into 
your  territory  from  other  areas?  A.  No,  I  have  no  in¬ 
formation  on  that 

Q.  Then  it  might  very  well  be  that  there  is  a  large  po¬ 
tential  knocking  on  the  doors  of  your  region  that  you  know 
nothing  of?  A.  It  is  true.  It  might  very  well  be  that  there 
are  none  at  all 

Q.  Have  you  examined  the  potential  studies  of  the  ap¬ 
plicants  in  this  case?  A.  Not  all  of  them,  sir;  and  very 
casually  those  that  have  come  to  my  attention. 

Q.  Have  you  seen  in  those  applicants’  exhibits  any  po¬ 
tential  studies  of  the  produce  begging  to  come  into  your 
territory?  A.  It  appears  that  they  seem  to  think  that 
those  potentials  do  exist. 
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Q.  But  you  have  no  reason  to  believe  that  they  are 
wrong?  A.  I  have  made  no  studies  to  contradict  them. 

Q.  Colonel,  in  operating  your  combination  planes,  which 
carry  some  freight,  in  attempting  to  estimate  your  costs, 
and  hence  the  profitability  of  your  air  freight  movement, 
do  you  allocate  any  of  your  direct  flying  costs  to  the  freight 
carried  in  the  combination  plane?  A.  No. 

6038  Q.  It  is  carried  for  free?  A.  No,  we  just  count 
our  entire  operating  expense,  and  we  head  it  under 

Air  Express  Revenue  Air  Mail  Revenue,  and  passenger 
revenue,  and  the  total  of  the  expenses — 

Q.  You  have  never  attempted  to  do  that?  A.  We  have 
made  no  detailed  segregation  of  the  costs  pertaining  to 
handling  freight. 

Q.  If  you  should  be  called  upon  by  the  CAB  to  make 
such  a  segregation,  would  you  allocate  any  direct  flying 
costs  to  air  freight  carried  in  a  combination  plane?  A. 
We  would  count  all  of  those  costs  that  are  incident  to 
fulfilling  the  responsibilities  under  our  certificate  for  the 
transportation  of  persons,  property,  and  mail. 

•  •  •  *  # 

6039 

•  •  •  •  • 

Q.  Colonel,  I  noticed  on  page  7  of  your  statement  that 
you  fear  the  loss  of  revenues  from  air  freight,  due  to 
competition.  Are  you  speaking  of  the  loss  of  revenues  you 
have  or  the  loss  you  expect  to  have?  A.  Both. 

Q.  You  have  testified,  I  believe,  that  your  present  freight 
is  costing  you  more  than  the  revenues  you  are  getting  for 
it.  A.  Oh,  but  that  was  qualified,  sir,  by  saying  that  that 
is  only  when  you  allocate  the  time  of  the  cargo  handler 
for  putting  it  in  the  bin,  when  you  are  going  to  pay  his  sal¬ 
ary  anyway  for  handling  passengers’  baggage. 

So  our  out-of-pocket  costs  for  handling  freight  vs.  what 
it  would  cost  us  anyway :  the  revenue  is  profitable.  I  made 
that  statement 
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Q.  But  at  the  present  time,  you  are  not  making  a 

6040  profit  on  your  air  freight  operation!  A.  Yes,  I 
said  that  we  were  if  you  do  not  count  all  of  these 

allocable  expenses. 

•  •  •  •  • 

Q.  If  you  find,  after  further  study  of  Air  Cargo,  Inc.’s 
potentials,  and  such  other  studies  as  are  available,  and 
from  your  experience,  that  the  carriage  of  air  freight  is 
not  profitable,  will  you  cease  to  carry  air  freight  as  you 
did  prior  to  1946,  mid-summer!  A.  Well,  we  don’t 

6041  intend  to  conduct  over  a  very  extensive  period  of 
time  an  unprofitable  operation  if  we  feel  that  it 

would  be  wiser  from  the  standpoint  of  judgment  to  dis¬ 
continue  it. 

1  Now,  we  feel  there  is  an  obligation  to  provide  transporta¬ 
tion  for  mail,  property,  and  passengers. 

We  have  been  doing  that  for  some  time.  We  are  now 
providing  transportation  for  property  under  a  different 
class  of  rates  and  with  a  different  class  of  handling.  I 
am  unable  to  say  just  what  our  action  would  be.  It  would 
depend  upon  whether  or  not  it  were  a  temporary  situation 
or  a  permanent  situation — a  permanent  long-haul  situa¬ 
tion,  and  how  serious  the  losses  were,  and  whether  any 
economies  could  be  effected.  I  don’t  know,  sir. 

Q.  It  is  conceivable  that  if  air  freight,  as  you  are  now 
proposing  to  handle  it,  is  unprofitable,  that  you  will  cease 
to  handle  it!  A.  If  we  can’t  put  it  on  a  profitable  basis, 
and  it  is  expensive  to  handle  it,  certainly  we  would  cut 
down  on  the  volume  of  that  service. 

But  the  only  thing  that  would  contribute  to  that  would 
be  a  lack  of  patronage  in  sufficient  volume. 

Q.  Then  you  do  not  believe  that  your  certificate  of  con¬ 
venience  and  necessity  requires  you  to  furnish  an  air 
freight  service!  A.  It  requires  us  to  transport  property. 
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6042 

Cross  Examination 
By  Mr.  Zapple: 

Q.  How  many  of  the  personnel  listed  on  Exhibit  5, 
Colonel,  are  exclusively  engaged  in  the  promotion  of  air 
freight?  A.  Four,  sir. 

Q.  Has  Delta  made  any  effort  to  determine  whether  or 
not  an  agent  who  is  engaged  in  the  solicitation  of  passenger 
and  air  freight  is  as  efficient  as  one  exclusively  soliciting 
air  freight?  A.  Certainly  he  isn’t,  sir. 

Q.  You  say  he  is  not?  A.  He  is  not  as  efficient,  because 
the  man  engaged  exclusively  in  the  handling  of  air  freight 
has  far  more  vocational  background  and  training,  more 
suitable  to  that  type  of  work  than  would  the  agent  at  a 
station  be. 

Q.  Why  hasn’t  Delta  employed  more  agents  to  engage 
in  the  solicitation  of  air  freight,  then?  A.  Because  we 
think  we  should  approach  this  matter  cautiously,  with  some 
balance  between  our  expenditures  and  in  investment  and 
development  of  the  business,  and  revenues  received  there¬ 
from. 

And  that  has  been  the  restraining  factor  so  far. 

•  •  *  *  • 

6043 

Q.  Do  you  think  that  Delta’s  present  administration 
setup  has  the  ability  to  develop  air  cargo  business  to  the 
same  extent  as  the  management  of  the  non-certificated 
carriers?  A.  I  think  that  we  can  employ  the  same  type  of 
personnel  with  the  same  degree  of  intelligence,  and  I  think 
that  we  have  the  same  ability  to  provide  such  service  as 
they  do.  We  can  employ  and  do  whatever  is  needed  in  the 
way  of  service  across  our  route. 

Q.  And  you  don’t  intend  to  do  that  until  it  becomes 
economically  feasible?  A.  We  certainly  don’t  feel  that 
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we  would  be  keeping  faith  under  our  certificate  if,  without 
regard  to  the  probabilities  of  a  profitable  return  we  went 
out  and  just  spent  money  hand  over  heels  in  quoting  a 
lower  rate  or  employing  35  or  40  people,  when  it  had  no 
relation  to  the  revenue  received  from  the  service. 

We  think  the  Board  would  criticize  us  very  severely. 

•  •  •  •  • 

6044  Paul  P.  Pate 

•  *  *  •  • 

Direct  Examination 

By  Mr.  Kell: 

Q.  Will  you  please  give  your  name  to  the  Reporter?  A. 
My  name  is  Paul  P.  Pate.  I  am  Cargo  and  Mail  Traffic 
Manager  for  Delta. 

•  •  #  •  • 

6046 

•  •  •  •  * 

Q.  What  per  cent,  if  any,  of  the  freight  business  avail¬ 
able  to  Delta  has  Delta  been  compelled  to  refuse  since 
August  15th?  A.  WTe  have  refused,  I  would  estimate, 
less  than  one  per  cent  of  the  freight  offered  to  us. 

•  •  •  •  • 

6051 

Cross  Examination 

By  Mr.  Morris: 

•  •  •  •  • 

Q.  Mr.  Pate,  American  Aviation,  for  September  1,  1946 
carries  a  news  story  which  purports  to  set  out  in  consider¬ 
able  detail  your  views  on  the  subject  of  air  freight.  Is  it 
generally  correct? 

Mr.  Kell:  May  we  see  that? 
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Mr.  Morris:  Yes,  sir.  I  assumed  Mr.  Pate  was  familiar 
with  it. 

(Document  examined.) 

The  Witness:  Those  statements  represent  my  personal 
opinion. 

•  •  •  •  • 

6052 

Cross  Examination 

By  Mr.  Pratt: 

•  •  •  •  • 

6055 

•  •  •  •  • 

Q.  The  rates  charged  in  your  contract  operations  are 
not  covered  by  your  filed  tariffs,  are  they?  A.  No,  sir, 
they  are  not. 

Q.  What  were  the  rates  that  you  charged?  A.  I  don’t 
recall  what  we  charged  on  those. 

Q.  "Were  they  higher  or  lower  than  set  out  in  the 

6056  tariff?  A.  I  do  not  recall  accurately.  To  the  best 
of  my  knowledge  the  rates  were  for  the  going  trans¬ 
portation,  lower  than  our  published  rates. 

•  •  •  •  * 

6061 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Moye: 

Q.  Do  you  happen  to  know,  Mr.  Pate,  whether  U.  S. 
Airlines,  a  non  scheduled  operator,  was  operating  between 
Chicago  and  Atlanta,  between  Atlanta  and  Chicago  at  the 
time  you  completed  the  arrangements  with  Alden’s,  Inc., 
of  Chicago,  referred  to  at  page  4  of  Colonel  Parker’s  tes¬ 
timony?  A.  It  is  my  information  that  they  were  not  oper- 
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ating  at  that  time,  and  that  the  reason  we  got  the  Alden 
account  was  that  U.  S.  Airlines  had  made  arrangements  to 
carry  for  Alden  and  had  later  discontinued  operating. 

•  •  •  •  • 

6062 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Seamon: 

Q.  You  are  carrying  that  freight  for  Alden’s  on  a  sched¬ 
uled  common  carrier  basis?  A.  Yes,  sir. 

•  *  #  •  * 

6063 

•  •it* 

Further  Cross  Examination 
By  Mr.  Pratt  : 

Q.  Do  you  know  what  contract  U.  S.  Airlines  has  between 
Chicago  and  Atlanta?  A.  No,  sir. 

Q.  Do  you  know  about  any  contracts  other  than  the  one 
about  which  you  have  testified,  Alden’s?  A.  Of  U.  S.? 

Q.  Yes.  A.  No,  sir.  I  do  not.  I  do  know  that  they  have 
handled  some  traffic  for  one  account  which  I  would  like 
to  have  very  much.  I  don’t  know  whether  they  are  still 
handling  it  or  not 

1  Q.  Do  you  know  that  U.  S.  operates  only  when  it  has 
a  contract?  A.  I  am  not  that  familiar  with  U.  S.’  opera¬ 
tions  to  say  when  they  do  operate. 

•  •  *  •  • 

6065  Fred  R.  Erickson 

•  •  •  •  • 

My  name  is  Fred  R.  Erickson.  My  address  is  Minne¬ 
apolis,  Minnesota.  I  have  been  Manager  of  the  Air  Mail 
and  Air  Express  Department  of  Northwest  Airlines  since 
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February  1937.  For  sixteen  years  previous  to  that  time, 
I  was  with  the  .Railway  Express  Agency  and  the  American 
Railway  Express  Company  where  I  served  in  various  ca¬ 
pacities,  and  from  1933  until  leaving  the  Express  Com¬ 
pany,  1  was  exclusively  assigned  to  Air  Express  in  St.  Paul 
and  Minneapolis,  Minnesota. 

Since  coming  to  Northwest  Airlines,  my  efforts  have  been 
devoted  to  planning  means  and  methods  of  handling 
6066  air  mail,  express  and  cargo.  I  have  also  had  direct 
supervision  of  all  promotion  of  the  air  mail  and 
express  business  and  of  making  improvements  in  the  ser¬ 
vice.  In  this  capacity,  I  have  conducted  many  experiments 
in  the  promotion  and  development  of  the  business  of  the 
transportation  by  air  of  cargo  and  express. 

Northwest  under  certificates  from  the  CAB  authorizing 
the  transportation  of  persons,  property  and  mail  serves 
directly  the  Northern  tier  of  states  from  New  York  to 
Washington  as  well  as  from  Chicago  to  the  Twin  Cities.  It 
has  also  recently  inaugurated  service  from  Seattle  and  the 
Twin  Cities  to  Anchorage,  Alaska.  It  has  consistently 
maintained  good  connecting  service  at  all  points  on  its 
system  where  it  connects  with  other  carriers.  Early  in 
1941,  Northwest  put  into  effect  commodity  rates  on  cut 
flowers,  sea  food,  newspapers  and  periodicals  which  rates 
were  33 y3  to  60%  of  the  regular  rates.  We  were  also  suc¬ 
cessful  in  obtaining  cooperation  of  other  air  carriers  and 
making  some  commodity  rates  nation-wide. 

A  substantial  volume  of  business  was  developed  at  such 
commodity  rates  during  the  year  1941  until  the  advent  of 
the  war  forced  discontinuance  of  them.  On  June  1,  1942, 
the  Government  requisitioned  all  but  seven  of  Northwest’s 
airplanes  and  the  remaining  space  available  was  pre¬ 
empted  under  the  Government’s  priority  system  which 
continued  in  effect  until  October  1945. 

However,  while  commercial  operations  in  the  cargo 
field  were  virtually  suspended  during  the  war,  Northwest 
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continued  to  accumulate  a  vast  amount  of  experience  in  the 
handling  and  movement  of  all  kinds  of  property  by 

6067  air  under  Government  contract.  During  those  years, 
Northwest  flew  89,954,366,000  pounds  of  military 

cargo  consisting  of  almost  every  imaginable  type  of  item 
between  points  all  over  the  United  States  to  points  in  Can¬ 
ada,  Alaska,  and  the  Aleutian  Islands,  a  total  of  over 
22,000,000  miles. 

Immediately  after  hostilities  ceased  in  August  1945, 
the  unprecedented  war-time  movement  of  military  person¬ 
nel  not  only  did  not  diminish,  but  actually  increased,  due, 
among  other  things,  to  the  redeployment  of  troops  and  the 
relocation  of  persons  who  had  been  engaged  in  war  produc¬ 
tion  activities.  In  fact,  the  government,  until  March  1, 
1946,  pre-empted  70%  of  all  space  on  eastbound  transcon¬ 
tinental  flights. 

Northwest  made  immediate  efforts  to  obtain  adequate 
and  improved  equipment.  It  sought  from  the  Government 
allocation  of  Army  transport  aircraft  which  could  be  con¬ 
verted  for  commercial  purposes  and  also  ordered  from 
the  Douglas  Aircraft  Company  five  new  DC-4  aircraft  for 
delivery  early  in  1946.  Additional  aircraft  were  placed 
in  commercial  service  as  soon  as  conversion  could  be  ac¬ 
complished.  Numerous  delays  beyond  the  control  of  the 
Company  were  encountered  in  getting  such  aircraft  into 
service,  and  it  was  not  until  the  late  spring  of  1946  that 
DC-4  schedules  were  placed  into  effect. 

Early  in  1946,  Northwest,  after  much  study,  negotiated 
and  entered  into  an  air  freight  agreement  with  the  Railway 
Express  Agency  which  provided  for  a  complete  door-to- 
door  pick-up  service  at  rates  averaging  about  30^  per  ton 
mile.  This  agreement  was  filed  with  the  Civil  Aeronautics 
Board  for  its  approval  and  such  approval  has  been 

6068  withheld  pending  a  hearing  which  is  now  expected  to 
be  held  early  in  1947. 

Northwest  has  now  in  effect  an  airport-to-airport  air 
freight  tariff  which  offers  transportation  by  air  of  prop- 
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erty  between  the  airports  serving  points  named  in  North¬ 
west’s  certificate.  A  100  lb.  minimum  rate  is  prescribed. 

Northwest  has  ordered  from  the  Glenn  L.  Martin  Com¬ 
pany  a  total  of  40  Martin  Model  303  airplanes  and  from 
the  Boeing  Aircraft  Company  a  total  of  10  Boeing  377  air-  t 
craft.  In  addition  we  have  an  option  on  an  additional  20 — 
303’s.  Delivery  of  this  equipment  will  commence  in  the 
summer  of  1947.  The  Boeing  377’s  will  have  a  cargo  capa¬ 
city  of  8,000  pounds  and  the  Martin  303’s  will  have  a  cargo 
capacity  of  about  2,000  pounds.  In  order  to  provide  im¬ 
proved  service  as  rapidly  as  possible,  Northwest  has  also 
purchased  for  use  as  an  interim  ship  10  Martin  202’s  which 
are  scheduled  for  delivery  during  the  first  six  months  of 
1947. 

The  delivery  of  these  Boeing  and  Martin  aircraft  will 
enable  Northwest  to  place  in  cargo  service  many  of  its  pres¬ 
ent  fleet  of  DC-3  and  DC-4  aircraft,  and  it  is  the  Company’s 
intention  to  offer  complete  scheduled  air  cargo  service  for 
the  shipment  of  all  kinds  of  property  between  all  points 
on  its  system.  Also,  it  will  offer,  in  conjunction  with 
other  air  carriers,  a  completely  coordinated  air  cargo  ser¬ 
vice  at  rates  as  low  as  can  be  economically  imposed. 

Northwest  in  my  opinion  can  and  will  adequately  meet 
the  requirements  of  the  public  convenience  and  necessity 
for  air  cargo  service  in  its  territory.  Northwest,  therefore, 
opposes  these  applications  consolidated  in  this  pro- 

6069  ceeding  which  if  granted  would  result  in  duplicating 
its  services. 

•  •  •  •  • 

6070 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Beitel: 

•  •  •  •  * 
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6071 

•  •  #  •  * 

Q.  Now,  do  you  have  any  all-cargo  aircraft  at  the 
present  time  that  you  used  in  regular  scheduled  operations? 
A.  We  have  two  C-47’s,  but  we  are  not  using  them.  They 
are  not  necessary.  We  are  using  them  in  pilot  training 
and  carrying  engines. 

:  Q.  And  these  Martin  Aircraft  which  you  have  ordered 
are  passenger  aircraft,  are  they  not;  or  cargo  aircraft? 
A.  They  are  combination  aircraft. 

Q.  Combination  passenger-cargo  ?  A.  Yes. 

Q.  Do  you  have  any  employees  in  your  Air  Mail 

6072  and  Air  Express  Departments  whose  efforts  are  de¬ 
voted  entirely  toward  air  freight  as  distinguished 

.from  air  express?  A.  No,  sir;  we  don’t  believe  in  ex¬ 
clusive  employees.  We  get  more  work  out  of  them  if  we 
give  them  a  lot  of  things  to  do. 

!  *  •  •  •  • 

6080 

•  *  •  •  • 

Direct  Testimony  of 

Paul  H.  Brattain 

Q.  Do  you  sponsor  any  exhibits,  Mr.  Brattain?  A.  No. 
Although  I  do  not  sponsor  any  exhibits,  I  shall  occasionally 
make  reference  to  certain  of  them, 
i  Q.  Will  you  tell  us  a  little  of  Eastern’s  past  interest 
in  the  air  cargo  field?  A.  Eastern’s  interest  in,  and  car¬ 
riage  of,  air  cargo  dates  from  1932,  at  which  time  it  was 
among  the  organizers  of  General  Air  Express. 

General  Air  Express  was  a  cooperative  contractual  ar¬ 
rangement  between  several  airlines  and  the  Postal  Tele¬ 
graph  Company,  which  performed  the  pickup  and  delivery 
function.  At  that  time  Eastern’s  Cargo  Department  was 
first  set  up,  and  it  has  continued  to  function  ever  since. 
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Although  General  Air  Express  was  a  relatively  suc¬ 
cessful  operation,  several  reasons  dictated  the  discon¬ 
tinuance  of  that  arrangement  and  joining  forces  with  the 
Railway  Express  Agency  in  1935. 

The  reasons  generally  were  that:  (1)  a  more  complete 
coverage  of  the  country  was  offered  by  Railway  Express 
Agency;  and  (2)  Railway  Express  Agency  had  fa- 
6081  cilities  for  handling  larger  shipments  than  the  Postal 
Telegraph  delivery  boys  could  handle,  and  (3)  it  was 
more  economical  to  have  one  air  express  system  than  two. 

Eastern  has,  therefore,  offered  the  public  a  scheduled 
air  express  service  not  only  between  points  on  our  own 
system  but  also  to  and  from  all  other  points  served  by 
the  other  airlines. 

In  addition,  this  service  is  available  to  points  not  served 
by  the  airlines  through  the  coordination  of  air  express 
with  the  rail  express  facilities  on  the  single  waybill 

In  all  cases  door-to-door  pickup  and  delivery  is  furnished 
regardless  of  whether  or  not  the  city  of  origination  or 
destination  is  served  by  an  airline. 

While  Eastern  has  kept  no  special  record  of  such,  we 
have  operated  many  planeload  charter  flights.  I  can  par¬ 
ticularly  recall  such  flights  carrying  magazines,  prospec¬ 
tuses,  gold  bullion,  machinery  and  drugs. 

In  May,  1942,  Eastern  began  operations  under  its  con¬ 
tract  with  the  Air  Transport  Command.  This  part  of 
Eastern’s  operations  was  known  as  the  Military  Trans¬ 
port  Division.  During  the  three  and  a  half  years  of  its 
operation  the  Military  Transport  Division  of  Eastern  flew 
33,480,000  miles  and  carried  47,500,000  pounds  of  cargo — 
an  average  of  approximately  3  tons  per  mile  flown. 

About  600  men  were  employed  in  this  operation  and 
nearly  all  are  now  working  for  Eastern. 

In  the  course  of  its  Military  Transport  Division  opera¬ 
tions  Eastern  carried  such  things  as  airplane  parts,  crypto- 
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graph  machines,  engines,  firearms,  ammunition, 

6082  food,  medicine,  vaccines,  blood  plasma  and  soap. 

On  return  trips  these  planes  brought  into  the 
United  States  such  things  as  mica  and  quartz  crystals, 
and  many  tons  of  crude  rubber. 

Upon  completion  of  Eastern’s  contract  with  the  army, 
we  received  a  letter  from  General  H.  L.  George  commend¬ 
ing  Eastern  for  a  “job  magnificently  done”  in  which  he 
said,  in  part: 

“High  efficiency,  dependability  and  economy  of 
operations  have  characterized  your  contract  services.” 

On  June  1,  1942  Eastern  began  the  first  scheduled  all- 
cargo  flights  ever  operated  in  this  country  by  a  certificated 
carrier.  These  services  have  been  experimentally  oper¬ 
ated  on  our  principal  routes  and  we  have  operated  regu¬ 
larly  scheduled  all-cargo  flights  since  that  date,  as  indi¬ 
cated  by  Page  41  of  our  exhibits. 

Following  the  end  of  the  war,  Eastern  was,  of  course, 
busy  with  conversion  from  wartime  operation  to  peace¬ 
time  operation,  as  was  the  case  with  all  the  other  operators. 

However,  Eastern  had,  during  the  closing  days  of  the 
war,  issued  a  local  air  freight  tariff  for  the  carriage  of 
newspapers  and  magazines  on  Route  6. 

On  September  26,  1945,  Eastern  issued  a  similar  tariff 
for  Route  5  to  be  effective  October  1,  1945. 

On  June  11,  1946,  Eastern  issued  rules  and  regulations 
relating  to  the  general  carriage  of  air  freight,  and  on 
September  26,  1946,  issued  a  general  tariff  covering  the 
carriage  of  air  cargo  between  all  points  on  its  sys- 

6083  tern.  These  recent  tariffs  are  included  in  our  book 
of  exhibits. 

Q.  Did  Eastern  participate  in  the  organization  of  Air 
Cargo,  Inc.?  A.  Yes.  In  1941  we  got  together  with  Mr. 
Patterson  of  United,  Mr.  Smith  of  American  and  Mr. 
Frye  of  TWA,  and  we  agreed  to  form  and  finance  Air 
Cargo,  Inc.  to  investigate  thoroughly  the  air  cargo  field. 
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